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Enforcement 
LR-6766 


Notice of Correspondence Regard- 
ing Delay in the Imlementation of 
Phase |! of the Consolidated Tape 


US v. Daniel Hill, Richard L. Gray, 

and Charles Gish 
Sentences imposed on defend- 
ants in connection with con- 
spiracy to operate International 
Commodities Exchange, Inc. in 
violation of mail, wire and se- 
curities fraud statutes. 

SEC v. The Senex Corporation, 

et al. 
Order of preliminary injunc- 
tion entered against A. J. 
Joliy, Mentor Corporation and 
Thomas N. Street, Jr. in con- 
nection with the offer, sale or 
purchase of City of Covington 
Health Care Project Revenue 
Bonds, Series 1972. 





Withdrawal of Commission’s Pro- 
posal to Amend Rule 2(e)(7) of 
its Rules of Practice 
Extension of Time for Submitting 
Comments on Proposed Rules Re- 
lating to Public Availability of 
Staff Letters of Comment and 
Most Correspondence and Pro- 
cedures for Requesting Confiden- 
tial Treatment of Sensitive Infor- 
mation Revealed in Correspond- 
ence 
Comment period extended to 
3/31/75. 
Notice of Publication pf Proposed 
Amendments to Rule 10a-1 under 
the Securities Exchange Act of 
1934 for Comment (File No. S7- 
515) 
Comment period expires 
4/15/75. 
Extension of Time for Submission 
of Comments on Proposal to 
Rescind Rule 3c-4 under the In- 
vestment Company Act of 1940 
and Rule 202-1 under the Invest- 
ment Advisers Act of 1940 
Comment period extended to 
4/18/75. 
Notice of Proposals to (1) Adopt 
New Rule 206(4)-4 under the 
Investment Advisers Act of 1940 
(“Advisers Act’) which would 
Require that Investment Advisers 
Provide Clients with Written Dis- 
closure Statements Containing 
Certain Specified Information, 
and (2) Adopt New Paragraph (14) 
of Rule 204-2(a) Under the Advis- 
ers Act with Respect to Record- 
Keeping Requirements Applicable 
to such Written Disclosure State- 
ments (File No. S7-555) 
Comment period expires 
4/30/75. 
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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 28/March 6, 1975 


See Securities Exchange Act Release No. 11279/March 6, 
1975. 








SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5572/March 4, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11274/March 4, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18840/March 4, 1975 


TRUST INDENTURE ACT OF 1933 
Release No. 384/March 4, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8702/March 4, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 441/March 4, 1975 


WITHDRAWAL OF COMMISSION’S PROPOSAL TO 
AMEND RULE 2(e)(7) OF ITS RULES OF PRACTICE 


On April 5, 1974, the Commission published for comment 
by interested persons a proposed change in Rule 2(e)(7) of 
its Rules of Practice, 17 CFR 201.2(e)(7). 1/ The amended 
rule proposed at that time would have provided that pro- 
ceedings brought pursuant to Rule 2(e) against profession- 
als appearing and practicing before the Commission be pub- 
lic unless the Commission, on its own mouc7 or at the re- 
quest of a respondent, directed otherwise. 


The Commission, after consideration of all comments re- 
ceived in response to its proposal, has determined not to 
adopt the proposed amendment to the Rule. 


Although the Commission is withdrawing its proposal, it 
nevertheless wishes to apprise members of the professions 
who practice before it that the Commission is not suggest- 
ing that all disciplinary proceedings under Rule 2(e) will be 
conducted on a private basis in the future. The Commission 
believes that there are circumstances which warrant the in- 
stitution of public proceedings in the interest of investors, 
and it believes that the provisions of existing Rule 2(e)(7) 


provide it with ample discretion to institute public disciplin- 


ary proceedings under Rule 2(e) when the Commission 
deems it to be in the public interest to do so. 


In addition, hereafter in any disciplinary proceeding under 
Rule 2(e) the Commission will publish any order of its ad- 
ministrative law judge finding a basis for the imposition of 
a sanction against a professional. 


The Commission has instructed its staff that all disciplinary 
proceedings should be expeditiously conducted so that the 
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issues of professional conduct involved can be resolved as 


promptly as possible under all the circumstances. If the Com-. 


mission perceives that private proceedings are being delayed 
unreasonably, the Commission may determine that the pub- 
lic interest will be better served by public proceedings. 

By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Act Release No. 5477, April 5, 1974. 





SECURITIES ACT OF 1933 
Release No. 5573/March 6, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11280/March 6, 1975 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18849/March 6, 1975 


TRUST INDENTURE ACT OF 1939 
Release No. 386/March 6, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 444/March 6, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8708/March 6, 1975 


EXTENSION OF TIME FOR SUBMITTING COMMENTS 
ON PROPOSED RULES RELATING TO PUBLIC AVAIL- 
ABILITY OF STAFF LETTERS OF COMMENT AND 
MOST CORRESPONDENCE AND PROCEDURES FOR 
REQUESTING CONFIDENTIAL TREATMENT OF SEN- 
SITIVE INFORMATION REVEALED IN CORRESPOND- 
ENCE 


On January 24, 1975 the Commission published for com- 
ment by interested persons a proposed amendment to its 
rules relating to requests for information and a proposed 
new rule establishing procedures for considering requests 
for confidential treatment of sensitive information contain- 
ed in correspondence. Securities Act Release No. 5561. The 
time for submitting such comments originally extended to 
February 28, 1975; however, the Commission has been re- 
quested by a number of persons to provide for additional 
time within which to submit comments on the proposal. 
Accordingly, the time for submitting such comments has 
been extended to and including March 31, 1975. To be 
considered, written statements of views and comments 
should be submitted to the Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. All commun- 
ications will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT 





a EXCHANGE ACT OF 1934 


Release No. 11272/March 3, 1975 


The Securities and Exchange Commission has issued a notice 
giving interested persons until March 24, 1975 to request a 
hearing on an application by ESB Incorporation (‘‘the Com- 
pany”) pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 (“the Act”) for an order exempting the Com- 
pany from filing the final report on Form 10-K required by 
Sections 13 and 15(d) of the Act. The Company believes 
that, since it is now a wholly-owned subsidiary, the filing of 
the report is not necessary for the public interest or the pro- 
tection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11273/March 3, 1975 


NOTICE OF CORRESPONDENCE REGARDING A DE- 
LAY IN THE IMPLEMENTATION OF PHASE Ii OF THE 
CONSOLIDATED TAPE 


The Securities and Exchange Commission announced that, 
in response to a letter from the Consolidated Tape Associa- 
tion (“CTA”), dated February 19, 1975, it has determined, 
based upon the representations contained in that letter, not 
to raise any objection to the delay in full implementation 
of Phase !1 of the consolidated transaction reporting system 


, contemplated by the joint industry plan declared effective 


under Securities Exchange Act Rule 17a-15 by February 21, 
1975. The text of the CTA’s letter to the Commission and 
the Commission’s reply follow: 


February 19, 1975 


Chairman Ray Garrett, Jr. 
Securities and Exchange Commission 
500 North Capitol Street 
Washington, D. C. 20549 


Dear Chairman Garrett: 


As your staff has no doubt reported, the Consolidated Tape 
Association, and its Operations Committee, has been meet- 
ing frequently and extensively in order to determine whether 
the consolidated tape (Phase |! as described in the Plan) 
could be implemented on the February 21 target date. We 
have delayed writing the Commission until the eleventh 

hour in order to allow the maximum time to explore all 
possibilities, e.g. the possibility of starting up with less than 
the full list of Eligible Securities or without including all 
markets, and to evaluate the latest status of testing. 


Although it was fairly certain a month ago that the Feb- 
ruary 21 date could not.be met, it was not clear then what 
new time schedule would be reasonable. Based on the latest 
Operations Committee review of information presented by 
the Participants and SIAC, it is now the best estimate of 
our technical people that Phase I! as to Network A (the 
NYSE listed stocks) will commence on June 16, although 

) maximum pressure will continue to be applied to see if this 


can be achieved sooner. The reason for this delay is threefold, 
as follows: 


First, testing between each Participant and the Processor 
(SIAC) has taken somewhat longer than projected and is still 
not completed, although this is expected to be accomplished 
within the next several weeks. 


Second, the recent problems experienced with the NYSE’s 
Market Data System (MDS) have necessitated emergency 
changes to MDS. Since the Consolidated Tape System (CTS) 
is designed on a base of MDS, additional time must now be 
allowed to reintegrate MDS and CTS after the Participant 
tests are completed. 


Third, the final shakedown testing period, with all MDS/CTS 
interfaces involved, has been rescheduled over a longer per- 
iod than originally planned and will be more thorough than 
originally thought necessary. The recent experiences with 
MDS dictate an extremely prudent approach. 


As a result of the foregoing it is now expected that on June 
16 (or earlier if possible): 


1. Phase I! of the consolidated tape as to Network A (all 
NYSE listed stocks) will commence. 


2. Transmission of the Network A consolidated prices will 
be on a low speed (900 characters per minute) basis. 


3. All CTA Participants (except AMEX), plus four “other 
reporting parties” (Boston Stock Exchange, Cincinnati 
Stock Exchange, Detroit Stock Exchange, and Instinet) will 
be reporting over Network A, subject to satisfactory comple- 
tion of final testing with each of these parties. 


As you know, the Vendors (Bunker Ramo, Quotron, and 
General Telephone and Electronics) provide subscribers 
with a variety of both “tape display devices” which are con- 
nected directly to the ticker network and “interrogation de- 
vices” which are fed information from the computers of the 
Vendors. 


We expect that on the commencement of Phase II as to 
Network A the various tape display devices of Vendors will 
display all last sale prices as disseminated over Network A 
from all reporting markets. 


All last sale prices as disseminated over Network A will also 
be made available to the computers of the Vendors for pur- 
poses of servicing their various interrogation devices. How- 
ever, it is not expected that all Vendors will be capable of 
utilizing the new consolidated stream of information to dis- 
play last sale prices reported from markets other than 
NYSE at the commencement of Phase I!1. Some Vendors 
have indicated that they intend to wait until the high speed 
line is available before providing last sale prices from mar- 
kets other than NYSE through their interrogation devices. 
Because of this, both the Midwest Stock Exchange and the 
Pacific Stock Exchange have informed me by telephone 
conversation that they intend to continue their individual 
tickers until the high speed line is operative, if such contin- 
uation is acceptable to the Commission. It is expected that, 
by receiving this information directly from the Midwest and 
the Pacific, the Vendors will be able to continue to service 
interrogations for MSE and PSE last sale information. 
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Neither the PBW nor the NASD provides such ticker input 
to Vendors at this time. In addition, the NYSE intends to 
continue furnishing its “volume ticker’ to Vendors at least 
until the high speed line is available in order to fill in NYSE 
volumes during periods of tape deletion. 


We have contacted the three major Vendors and two major 
press associations by telephone, and they have all informed 
us verbally that the combination of inputs described in the 
last paragraph would permit them to maintain their current 
services, and possibly provide some enhancements prior to 
the advent of the high speed line. The comment was also 
made, though, that increased tape delays may degrade the 
timeliness of service, particularly the preparation of stock 
tables at the close. 


We have also been engaged in intensive contractual discus- 
sions with the Vendors. With June 16 only four months 
away, there is an urgent need to finalize these contracts as 
soon as possible. We believe that significant progress has been 
made in our recent round of negotiations. However, it is im- 
possible to come up with any final redraft in light of the 
Vendors’ anticipation that the Commission is currently delib- 
erating the Vendor situation, particularly requirements as to 
the utilitzation of the high speed line, and methods of in- 
terrogating and displaying last sale prices, and may consider 
issuing a new release in the near future. As soon as the air is 
cleared, we hope to be able to conclude the contract dis- 
cussions promptly, taking into account any new conditions 
and reflecting the interim operation between the commence- 
ment of Phase I! as to Network A and the availability of the 
high speed line. 


One further word on the contract situation would be in 
order. The Vendors have taken exception to the proposed 
imposition by CTA of a facilities charge on all recipients of 
the high speed line service. We have previously sent your 
staff a copy of a letter which went out to the Vendors ex- 
plaining the rationale of this charge. In brief, the Participants 
will absorb all of the development costs for the high speed 
line and expect to be subsidizing a portion of its operating 
costs for at least the first year. This charge and the costs be- 
hind it, have been reviewed with the CTA Finance & Audit 
Committee and affirmed unanimously by CTA itself. It is the 
opinion of CTA that these proposed charges are fair and 
equitable. 


Although maximum effort is being expended on making 
Network A operational as soon as possible, SIAC is continu- 
ing to program for the requirements of Network B, the high 
speed line, and the extneded hours option (5:30 PM close). 
At the December 1974 meeting of CTA, it was projected 
that these functions would not be available until around 
July 1. The CTA now has reasons to doubt this date based 
on the technical and contractual slippages experienced thus 
far. CTA will be meeting again on March 5 and we expect 
to have a firmer projection of the remaining items at that 
time. 


Let me close by assuring you once again that CTA is expend- 
ing every effort towards a successful project. The direct par- 
ticipation of your staff members has proven invaluable 
towards this end. We intend to keep the Commission posted 
on our progress through periodic status reports. 


Sincerely, 
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Francis J. Palamara, Chairman 
Consolidated Tape Association 


March 3, 1975 


Mr. Francis J. Palamara, Chairman 
Consolidated Tape Association 

11 Wall Street 

New York, New York 


Dear Mr. Palamara: 


This is in response to your letter of February 19, 1975, in- 
dicating that full implementation of the consolidated trans- 
action reporting system required by Securities Exchange Act 
Rule 17a-15 and the joint industry plan (“Plan”) declared 
effective under that Rule, which was scheduled for February 
21, 1975, wiil be delayed. 


The Commission is disappointed by this lengthy delay in the 
implementation of the consolidated transaction reporting 
system, but we unde: stand from our staff that certain of the 
reasons for the delay have been beyond the control of the 
CTA. Based upon your assurances that maximum effort is 
being expended to make Network A operational as soon as 
possible and that work is proceeding on the remaining ele- 
ments of Phase !1 (Network B and the high speed line), we 
have determined not to raise any objection to the delay in 
full implementation of Phase I! of the Plan by February 21, 
1975. 


We understand that the staff is making inquiry as to the rea- 
sons for the delay and the future plans of the CTA with re- 

spect to the full implementation of the Plan, and trust that 

the CTA will respond promptly to the staff’s questions. 


By the Commission. 
Sincerely, 


Ray Garrett, Jr., Chairman 


* + © & 


The text of the staff’s letter of inquiry to the CTA follows: 
March 3, 1975 


Mr. Francis J. Palamara, Chairman 
Consolidated Tape Association 

11 Wall Street 

New York, New York 10005 


Dear Mr. Palamara: 


This is in further response to your letter of February 19, 
1975 to Chairman Garrett, which indicates that full imple- 
mentation of the consolidated transaction reporting system, 
originally scheduled for February 21, 1975, will be delayed. 


Your letter states that, as a consequence of testing delays 
and recent problems with the Market Data System of the 
New York Stock Exchange (“NYSE”), the Consolidated 
Tape Association (“CTA”) expects to be able to implement 
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only certain elements of Phase II on or before June 16, 1975. 
in particular, you indicate that on or before June 16, 1975, 
(i) last sale data regarding transactions in all eligible securi- 
ties to be included in Network A of the consolidated trans- 
action reporting system will be reported in accordance with 
the Plan by all Plan Participants (other than the American 
Stock Exchange) and by four “other reporting parties” (i.e., 
The Boston Stock Exchange, the Cincinnati Stock Exchange, 
the Detroit Stock Exchange and Instinet) to the Securities 
industry Automation Corporation (“SIAC”), the Plan pro- 
cessor; and (ii) such last sale reports will be transmitted by 
SIAC to vendors of market transaction information on a low- 
speed basis. 


The Commission has determined, and has informed you 
under separate cover, that, based upon the representations 
made in that letter, it will not raise any objection to the de- 
lay in the implementation of the consolidated transaction 
reporting system. In order that we may have a better under- 
standing of the reasons for the delay and of the future plans 
of the Consolidated Tape Association with respect to the 
consolidated transaction reporting system, we would appre- 
ciate receiving responses to the following questions as soon 
as possible: 


1. Why has testing between Plan Participants and SIAC ex- 
ceeded the time originally projected for such testing? Please 
explain when such testing commenced, why such testing 
did not commence earlier, the tests which have yet to be 
conducted and the time by which it is expected that they 
will be completed. 


2. What period of time was originally scheduled for the 
“final shakedown testing period” mentioned in your letter 
of February 19, 1975, why has it been rescheduled over a 
longer period than originally planned and in what manner 
will such testing “be more thorough than originally thought 
necessary”? 


3. To what extent have delays in implementation of the 
consolidated transaction reporting system (including, par- 
ticularly, Phase |! of the Plan) been attributable to limita- 
tions on SIAC’s resources (in terms of funds and personnel)? 
Are there, in your view, other factors beyond the control of 
SIAC which have contributed to such delays and, if possible, 
please give us details. 


4. In what manner do the vendor agreements currently be- 
ing negotiated by the CTA and the various vendors of mar- 
ket information provide that the obligations of vendors 
under the Plan do not commence until full implementation 
of Phase I! of the Plan? In particular, please describe 
whether existing contracts with respect to last sale data 
between vendors of market information and those ex- 
changes currently disseminating such data to vendors will 
continue to govern the lega! relationships between the par- 
ties pending full implementation of Phase II of the Plan; 
and, if they will not, the manner in which those relationships 
will be governed prior to implementation of Phase II. 


5. Why is resolution of the contractual problems between 
the CTA and vendors of market information contingent 
upon issuance by the Commission of a release clarifying 
vendor obligations under the Plan and under Rule 17a-15, 
and within what period after issuance of such a release (if 
issued) would full implementation of Phase I! of the Plan 


be realized? Please explain whether, and to what degree, 
failure to resolve outstanding contractual problems between 
the CTA and vendors is delaying or will delay development 
of SIAC’s high speed line capacity and testing of that capa- 
city. 


We understand that many of these questions have been dis- 
cussed previously, but we nevertheless feel it would be help- 
ful to address them in this letter and your response in view 
of the strong public interest looking to the final realization 
of the consolidated transaction reporting system. If you have 
any questions regarding the foregoing inquiries, please feel 
free to get in touch with us. 


Finally, we wish to call to your attention that Phase I! of the 
Pian, as described in the Plan, is to include two additional 
elements: namely, the reporting and dissemination of last 
sale data with respect to eligible securities to be included in 
Network B and availability of last sale data with respect to 
transactions in all eligible securities to vendors of market in- 
formation “by means of the high speed line ... for the pur- 
pose of serving approved interrogation devices,” as set forth 
in paragraph (e) of Section V of the Plan. Thus, under Sec- 
tion VIII of the Plan, the obligations of vendors of market 
information under the Plan and under Rule 17a-15 will not 
commence until Phase I! has been implemented. Vendors, 
of course, may wish to receive consolidated last sale data 
with respect to Network A eligible securities from SIAC 
prior to implementation of a high speed line on a voluntary 
basis, and we believe that every effort should be made to 
enable them to do so. 


Sincerely, 


Lee A. Pickard, Director 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11274/March 4, 1975 


See Securities Act Release No. 5572/March 4, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11275/March 4, 1975 


Admin. Proc. File No. 3-4581 
In the Matter of 

FRANK ALLAN HASMAN 
16294 Delmont Avenue 
Strongsville, Ohio 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 
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These are proceedings under the Securities Exchange Act 
with respect to Frank Allan Hasman, who was vice-president 
and secretary of a registered broker-dealer. 


Solely for the purpose of these and any other proceedings 
pursuant to certain securities acts, and without admitting or 


denying the allegations in the order for proceedings, respond- 
net consents to the findings and the sanction set forth below. 


On the basis of the order for proceedings and respondent's 
consent, it is found that: 1/ 


1. During the period from September 1972 to August 1973, 
respondent willfully aided and abetted violations of the net 
capital provisions of Section 15(c)(3) of the Exchange Act 
and Rule 15c3-1 thereunder. 


2. During the above period respondent willfully aided and 
abetted violations of Section 17(a) of the Exchange Act 

and Rules 17a-3 and 17a-11 thereunder in that certain books 
and records were false and misleading and not accurately 
made and kept, telegraphic notice of net capital deficiencies 
was not given, and accurate reports of financial condition 
were not filed. 


3. During the period from March to August 1973, respond- 
ent willfully aided and abetted the violation of Section 
15(b) of the Exchange Act and Rule 15b3-1 thereunder, in 
that his firm’s Form BD was not promptly amended to re- 
flect the election of a new president. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction to which respondent has consented. 


Accordingly, IT IS ORDERED that Frank Allan Hasman be, 
and he hereby is, barred from being associated with any 
broker or dealer. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11276/March 5, 1975 


NOTICE OF PUBLICATION OF PROPOSED AMEND- 
MENTS TO RULE 10a-1 UNDER THE SECURITIES 
EXCHANGE ACT OF 1934 FOR COMMENT (File No. 
$7-515) 


The Commission today proposed adoption of revised 
amendments (the “Revised Amendments’’) to Rule 10a-1 
under the Securities Exchange Act of 1934 (the “‘Act’’). 
Rules 3b-3, 10a-1 and 10a-2 under the Act comprise the 
Commission’s short sale rules (the “short sale rules’). The 
Revised Amendments would modify application of the 
short sale rules to short sales of securities (“Reported Se- 
curities”) as to which last sale information is to be reported 
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by means of a consolidated transaction reporting system as 
contemplated by Rule 17a-15 under the Act (a “consolidated 
system”). 


On March 6, 1974, the Commission published for comment 
proposed amendments to all of the short sale rules and, after 
revision, adopted those amendments on September 27, 1974 
(effective on October 4, 1974) (the ‘,October Amendments”). 
1/ The October Amendments would have established com- 
prehensive regulation of short sales of Reported Securities in 
all markets. The October Amendments pertaining to Rules 
10a-1 and 10a-2 were suspended temporarily by the Commis- 
sion on October 17, 1974, pending further study of their 
effects, for the reasons discussed below. 2/ The October 
Amendments to Rule 3b-3 were not affected by the suspen- 
sion. 


As revised by the October Amendments, the short sale rules 
would have, among other things, prohibited any person (with 
certain exceptions) from effecting a short sale of any Re- 
ported Security in any market at a price (i) below the price 
at which the last sale thereof, regular way, was reported in a 
consolidated system, or (ii) at such price unless that price 
was above the next preceding different price at which a sale 
of such Reported Security, regular way, was reported in a 
consolidated system. The October Amendments also would 
have confined availability of the so-called ‘“equalizing” ex- 
emption, contained in paragraph (d)(5) of Rule 10a-1 as 
amended by the October Amendments, to exchange specia- 
lists and market makers and qualified third market makers, 
permitting them (and only them) to effect short sales of Re- 
ported Securities at any time at a price equal to the last sale 
occurring in any market as reported in a consolidated system. 


The October Amendments were suspended temporarily by 
the Commission because certain self-regulatory organizations 
represented to the Commission that implementation of the 
short sale rules as so amended would result in serious opera- 
tional and other difficulties in their markets. 3/ In particu- 
lar, among other objections, it was asserted that utilization 
of the last sale reported in a consolidated system as a refer- 
ence point for measuring the permissibility of short sales of 
Reported Securities would be impractical for certain ex- 
changes. This assertion was based in large part on the fact 
that last sale data with respect to transactions in Reported 
Securities was not available in a consolidated system on a 
real-time basis (i.e., by means of a high-speed line) and on 
the fact that certain exchanges, including the principal ex- 
changes, did not have adequate information retrieval sys- 
tems on their trading floors for use by specialists and others 
to permit adherence to the short sale rules as they would 
have applied to Reported Securities. Thus, it appeared that 
potentially severe disruptions of trading activity on those 
exchanges could result from implementation of the October 
Amendments. Consequently, as noted above, the Commis- 
sion temporarily suspended effectiveness of the October 
Amendments on October 17, 1974. 


Since the temporary suspension of the October Amend- 
ments on October 17, 1974, the Commission has given 
further consideration to the effects of short selling in Re- 
ported Securities. In this regard, the Commission notes that 
many believe that short selling should not be regulated at 
all, except to the extent short selling is used as a manipula- 
tive device. 4/ Consideration of such arguments, however, 
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is hampered by a lack of current statistical studies of the 
pattern of short selling in today’s markets, particularly on 
regional securities exchanges and in the over-the-counter 

| Jmarket, and, in any event, it would appear to be premature 
to consider elimination of short sale regulation (altogether 
or for any class of short sellers) prior to the achievement of 
additional progress toward the establishment of a central 
market system. The Commission, however, specifically en- 
courages comments on the feasibility and probable effects 
of exempting from short sale regulation short sales by per- 
sons other than brokers and dealers or of eliminating short 
sale regulation entirely. For the present, however, the Com- 
mission intends to continue such regulation and proposes 
to adopt the Revised Amendments to Rule 10a-1 set forth 
below. 


After careful review of the additional comments received on 
the short sale rules since suspension of the October Amend- 
ments and of the feasibility of alternative methods of regu- 
lating short sales of Reported Securities, the Commission 
remains convinced that the approach taken in the October 
Amendments represents the fairest, most evenhanded 
method of regulating such short sales and that rules em- 
bodying that approach will operate effectively to prevent 
short sale abuses. The Commission acknowledges, however, 
that the effect of short sale regulation based on that ‘ap- 
proach may pose certain operational problems for those ex- 
change markets which experience a high volume of trans- 
actions in Reported Securities on a regular basis and which 
have not yet modernized their floors to make available im- 
mediate access to information reported in a consolidated 
system. For this reason, the Revised Amendments would 
provide, aa sn alternative to the Commission’s general rule, 


i ( that any national securities exchange, by rule, may prohibit 


\\) short sales of Reported Securities in its own market (i) be- 
low the price at which the last sale thereof, regular way, 
was effected on that exchange, or (ii) at such price unless 
that price is above the next preceding different price at 
which a sale of such security, regular way, was effected on 
that exchange. The Revised Amendments also would pro- 
vide that short sales of Reported Securities effected on ary 
exchange having such a rule must comply with that ex- 
change rule and that such compliance would constitute 
compliance with paragraph (a) of Rule 10a-1, as amended. 


It also has been urged by some exchanges that the equaliz- 
ing exemption should not be available to specialists, as a 
matter of public policy, because that exemption permits 
specialists to effect short sales at times when customers 
may not do so. While the Commission believes that there 
continues to be ample justification for making the equaliz- 
ing exemption available to exchange specialists and market 
makers and to qualified third market makers under the con- 
ditions now prevailing in the various markets, the Revised 
Amendments would permit exchanges, by rule, to foreclose 
use of this exemption by their specialists and market 
makers. 


The Revised Amendments have been formulated to provide 
fair and effective regulation of short sales in all markets in 
the context of a fully operational consolidated system. As 
amended, Rule 10a-1(a) would apply only to securities as 
to which last sale information is (i) reported pursuant to a 
consolidated system operated in accordance with a plan de- 

clared effective under Rule 17a-15 and (ii) made available 
to vendors of market transaction information on a real- 





time basis, by means of a high-speed line, in accordance with 
a plan declared effective under Rule 17a-15. The Commission 
presently believes that it would be inappropriate to subject 
short selling in any Reported Security to the new provisions 
of Rule 104-1 prior to the time a consolidated system be- 
comes fully operational as to that Reported Security. Until 
such time, the short sale rules as in effect prior to the Octo- 
ber Amendments would continue to apply to short selling of 
all securities, with one exception, discussed below. 


Concern has been expressed to the Commission that the 
equalizing exemption under the short sale rules permits 
short sales of securities being distributed in underwritten 
public offerings to be effected into stabilizing bids comply- 
ing with Rule 10b-7 under the Act. The equalizing exemp- 
tion was never intended to be used for short sales into stabi- 
liZing bids, and the Commission is unaware of any reason for 
continuing the availability of the exemption for such short 
sales. Consequently, the Revised Amendments would pro- 
hibit the use of the equalizing exemption for a short sale of 
any security (regardless of whether such security is a Re-- 
ported Security) to a stabilizing bid complying with Rule 
10b-7. 


The text of the Revised Amendments is as follows (Inser- 
tions in /talics, Deletions [Bracketed] ): 


Rule 10a-1. Short Sales 


(a)(1) No person shall, for his own account or for the ac- 
count of any other person, effect a short sale of any secur- 
ity registered on, or admitted to unlisted trading privileges 
on, a national securities exchange, if trades in such security 
are reported pursuant to a consolidated transaction report- 
ing system operated in accordance with a plan declared 
effective under Securities Exchange Act Rule 17a-15 (a 
“consolidated system“) and information as to such trades 
is made available in accordance with such plan on a real- 
time basis to vendors of market transaction information, 
(i) below the price at which the last sale thereof, regular 
way, was reported in such consolidated [transaction re- 
porting] system, or (ii) at such price unless such price is 
above the next preceding different price at which a sale 

of such security, regular way, was reported in a [such] 
consolidated [transaction reporting] system. 


(2) Notwithstanding subparagraph (1) of this paragraph 
(a), any exchange, by rule, may require that no person 
shall, for his own account or the account of any other per- 
son, effect a short sale of any such security on that ex- 
change (i) below the price at which the last sale thereof, 
regular way, was effected on such exchange or (ii) at such 
price unless such price is above the next preceding differ- 
ent price at which a sale of such security, regular way, 

was effected on such exchange, if that exchange determines 
that such action is necessary or appropriate in its market in 
the public interest or for the protection of investors; and, 
if an exchange adopts such a rule, no person shall, for his 
own account or for the account of any other person, 
effect a short sale of any such security on such exchange 
otherwise than in accordance with such rule, and compli- 
ance with any such rule of an exchange shall constitute 
compliance with this paragraph (a). 


(3) In determining the price at which a short sale may be 
effected after a security goes ex-dividend, ex-right, or ex- 
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any other distribution, all sale prices prior to the “ex” date 
may be reduced by the value of such distribution. 


[(2)] (6) No person shall, for his own account or for the 
account of any other person, effect on a national securities 
exchange a short sale of any security, if a// trades in such se- 
curity are exempted from reporting pursuant to a consoli- 
dated [transaction reporting] system [declared effective un- 
der Securities Exchange Act Rule 17a-15], (1) below the 
price at which the last sale thereof, regular way, was effected 
on such exchange, or (2) at such price unless such price is 
above the next preceding different price at which a sale of 
such security, regular way, was effected on such exchange. 
In determining the price at which a short sale may be effect- 
ed after a security goes ex-dividend, ex-right, or ex-any other 
distribution, all sale prices prior to the ““ex”’ date may be re- 
duced by the value of such distribution. 


[(b)] (c) No broker or dealer shall, by the use of any facili- 
ty of a national securities exchange, or any means or instru- 
mentality of interestate commerce, or of the mails, effect 
[execute] any sell order for a security registered on, or ad- 
mitted to unlisted trading privileges on, a national securi- 
ties exchange unless such order is marked either “long” or 
“short.” 


[(c)] (d) No broker or dealer shall mark any order to sell a 
security registered on, or admitted to unlisted trading privi- 
leges on, a national securities exchange “long” unless (1) 
the security to be delivered after sale is carried in the ac- 
count for which the sale is to be effected, or (2) such brok- 
er or dealer is informed that the seller owns the security 
ordered to be sold and, as soon as is possible without un- 
due inconvenience or expense, will deliver the security own- 
ed to the account for which the sale is to be effected. 


[(d)] (e) The provisions of paragraphs (a) and (b) hereof 
(and of any exchange rule adopted in accordance with para- 
graph (a) hereof) shall not apply to — 


(1) Any sale by any person, for an account in which he has 
an interest, if such person owns the security sold and in- 
tends to deliver such security as soon as is possible without 
undue inconvenience or expense; 


(2) Any broker or dealer in respect of a sale, for an ac- 
count in which he has no interest, pursuant to an order to 
sell which is marked “long”; 


(3) Any sale by an odd-lot dealer, or a sale by a Qualified 
Third Market Maker in a security for which such market 
maker has filed a notice with the Commission on Form X- 
17A-16(a), to offset odd-lot orders of customers; 


(4) Any sale by an odd-lot dealer, or a sale by a Qualified 
Third Market Maker in a security for which such market 
maker has filed a notice with the Commission on Form X- 
17A-16(1), to liquidate a long position which is less than a 
round lot, provided such sale does not change the position 
of such odd-lot dealer or such market maker by more than 
the unit of trading; 


(5) Any sale of a security covered by paragraph (a) of this 
rule (except a sale to a stabilizing bid complying with Se- 
curities Exchange Act Rule 10b-7) [registered on, or ad- 
mitted to unlisted trading privileges on, a national securi- 
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ties exchange,] by a registered specialist or registered ex- 
change market maker on any exchange with which it is re- 
gistered for such security [in a security for which such 
specialist or exchange market maker is registered] , or by a 
Qualified Third Market Maker [in a security for which such 
Qualified Third Market Maker] which has filed a notice for 
such security with the Commission on Form X-17A-16(a) 
in the market in such security made over-the-counter by 
such market maker, effected at a price equal to or above 
the last sale reported for such security in a consolidated sys- 
tem [pursuant to a consolidated transaction reporting sys- 
tem declared effective under Securities Exchange Act Rule 
17a-15] ; provided, however, that any exchange, by rule, 
may prohibit its registered specialists and registered exchange 
market makers from availing themselves of the exemption 
afforded by this paragraph (e)(5) if that exchange determines 
that such action is necessary or appropriate in its market in 
the public interest or for the protection of investurs [.] ; 





(6) Any sale of a security covered by paragraph (b) hereof 
on a national securities exchange (except a sale to a stabiliz- 
ing bid complying with Securities Exchange Act Rule 10b-7), 
[if trades in such security are exempted from reporting pur- 
suant to a consolidated transaction reporting system declar- 
ed effective under Securities Exchange Act Rule 17a-15,] 
effected with the approval of such exchange which is neces- 
sary to equalize the price of such security thereon with the 
current price of such security on another national securities 
exchange which is the principal exchange market for such 
security; 


(7) Any sale of a security for a special arbitrage account by 
a person who then owns another security by virtue of which 
he is, or presently will be, entitled to acquire an equivalent 
number of securities of the same class as the securities sold; 
provided such sale, or the purchase which such sale offsets, 
is effected for the bona fide purpose of profiting from a 
current difference between the price of the security sold and 
the security owned and that such right of acquisition was 
originally attached to or represented by another security or 
was issued to all the holders of any class of securities of the 
issuer; 


(8) Any sale of a security registered on, or admitted to un- 
listed trading privileges on, a national securities exchange 
effected for a special international arbitrage account for the 
bona fide purpose of profiting from a current difference 
between the price of such security on a securities market 
not within or subject to the jurisdiction of the United States 
and on a securities market subject to the jurisdiction of the 
United States; provided the seller at the time of such sale 
knows or, by virtue of information currently received, has 
reasonable grounds to believe that an offer enabling him to 
cover such sale is then available to him in such foreign se- 
curities market and intends to accept such offer immediate- 
ly; [or] 


(9) Any sale of a security registered on, or admitted to un- 
listed trading privileges on, a national securities exchange 
effected in accordance with a special offering plan declared 
effective by the Commission pursuant to paragraph (d) of 
Rule 10b-2[.] ; or 


(10) Any sale by an underwriter, or any member of a syn- 
dicate or group participating in the distribution of a secur- 
ity in connection with an over-allotment of securities, or 
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any lay-off sale by such a person in connection with a distri- 
bution of securities through rights pursuant to Rule 10b-8 
or a standby underwriting commitment. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11277/March 5, 1975 


The Securities and Exchange Commission announced pursu- 


For the purpose of subparagraph [clause] (8) hereof a depos- ant to Section 15(c)(5) of the Securities Exchange Act of 


itary receipt of a security shall be deemed to be the same 
security as the security represented by stich receipt. 


{(11)] (f) This rule shal! not prohibit any transaction or 
transactions which the Commission, upon written request 
or upon its own motion, exempts, either unconditionally or 
on specified terms and conditions. 


a eae: ae 


In view of the multiplicity of views expressed to the Com- 
mission concerning appropriate regulation of short sales of 
Reported Securities, the Commission has determined to 
solicit public comment on the Revised Amendments. There- 
fore, interested persons are invited to submit their views 
and comments on the Revised Amendments to Rule 10a-1, 
in writing, to the Office of the Secretary, Securities anu 
Exchange Commission, 500 North Capitol Street, Washing- 
ton, D. C. 20549 no later than April 15, 1975. All com- 
ments should refer to File No. S7-515. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 11030 (September 
27, 1974). 


2/ Securities Exchange Act Release No. 11056 (October 17, 
1974). The suspension of the October Amendments to 

Rule 10a-2 would be terminated simultaneously with adop- 
tion of the Revised Amendments. 


3/ Securities Exchange Act Release No. 11051 (October 
15, 1974) and Securities Exchange Act Release No. 11051A 
(November 12, 1974). 


4/ See, Lorie, Public Policy for American Capital Markets 
at 10 (Department of the Treasury, Feb. 7, 1974); letter 
from Weeden & Co. to Lee A. Pickard, Director of Division 
of Market Regulation, Securities and Exchange Commission, 
dated November 15, 1974 (File No. S7-515). It may be 
that the need for short selling regulation is quite different 
(and, perhaps, less obvious) today than was the case when 
the Commission’s first short sale rule was promulgated in 
1938. First, the interaction of the various markets trading 
securities listed on the principal exchanges, in light of con- 
tinuing improvements in communications between and 
among those markets and the evolution of a central mar- 
ket system, might make it difficult or impossible for would- 
be manipulators to depress securities prices in the markets 
as a whole by unrestrained short selling. Second, as com- 
pared to the 1930's, a far more sophisticated regulatory 
framework (including improved surveillance techniques) 
now governs the nation’s securities markets. Thus, it may 
be that destructive short selling could be detected and 
stopped by the Commission or by self-regulatory organiza- 
tions without complicated federal regulation of each short 





1934 (‘Exchange Act”) the temporary suspension of over- 
the-counter trading for a ten-day period commencing at 
11:00 a.m. (EST) on March 5, 1975 and terminating at mid- 
night (EST) on March 14, 1975 of all securities of the follow- 
ing issuers which have failed to file with the Commission at 
least the indicated reports: 


CENTURY MEDICAL, INC., a Nevada corporation located 
in City of Commerce, California (10-K annual report for the 
fiscal year ended June 30, 1974; 10-O quarterly reports for 
the fiscal quarters ended September 30 and December 31, 
1974). 


ENVIROMED CORP., a Delaware corporation located in 
Bethesda, Maryland (10-K annual report for the fiscal year 
ended June 30, 1974; 10-O quarterly reports for the fiscal 
quarters ended March 31, September 30 and December 31, 
1974). 


LIFE SCIENCES, INC. a Delaware corporation located in 
New York City, New York (10-K annual report for the 
fiscal year ended May 31, 1974; 10-Q quarterly reports for 
the fiscal quarters ended February 28, August 31 and No- 
vember 30, 1974). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act résulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all otner currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immedi- 
ately contact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, D. C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 

all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11278/March 6, 1975 


Admin. Proc. File No. 3-4608 
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In the Matter of 
BI LIQUIDATING CORPORATION 
(81-175) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an 
order granting the application of BI Liquidating Corpora- 
tion (“BI"), a Delaware corporation, pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as amended 
(“the Act”) for an exemption from the provisions of Sec- 
tion 13(a) of the Act. 


It appears to the Commission that the requested exemption 
is not inconsistent with the public interest or the protec- 
tion of investors since BI has no operations, its sole asset, 
Wilson Brothers’ common stock is presently being distribut- 
ed to its shareholders in liquidation and Wilson files reports 
with the Commission under Section 13 of the Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11279/March 6, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 28/March 6, 1975 


Admin. Proc. File No. 3-4539 
In the Matter of 


McMAHON & HOBAN, INC. 
Chicago, Illinois 
(8-3687) 


EDWARD F.HOBAN 
JOHN F. KAUFFMAN 
RENE O. SAUVE 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange and Securities Investor Protection Acts, McMahon 
& Hoban, Inc. (“registrant”), a registered broker-dealer now 
being liquidated under the latter Act, and Edward F. Ho- 
ban, its president, failed to answer the order that instituted 
these proceedings with respect to them and are therefore 

in default. 1/ John F. Kauffman, a former vice-president 
of registrant, has submitted an offer of settlement which 
the Commission has determined to accept, and Rene O. 
Sauve, another vice-president, has filed a stipulation and 
consent. Solely for purposes of these and any other pro- 
ceedings under specified provisions of the Exchange, In- 
vestment Advisers, Investment Company and Securities 
Investor Protection Acts, and without admitting or deny- 
ing allegations against them in the order for proceedings, 
Kauffman and Sauve consent to certain findings of mis- 
conduct as alleged in that order and to the imposition of 
specified sanctions. 2/ 


On the basis of the order for proceedings, Kauffman’‘s offer 
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of settlement and Sauve’s consent, it is found that: 


1. During the period from about June 1, 1970 to March 13, 
1972, respondents willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder. Respondents induced investors to 
purchase several offerings of debt securities, with a face 
value of at least $11,250,000, and, in connection therewith, 
made material misstatements and omissions concerning the 
facts that a major part of the proceeds of the offerings 
would be deposited in an insolvent trust, and that the trust 
would assume the issuers’ obligations to make principal 

and interest payments on the securities being sold although 
it was financially unable either to make such payments or 
to repay to the issuers the amount of proceeds deposited 
with it. Respondents also induced investors to purchase debt 
securities of the trust, made material misstatements about 
its financial condition, and did not disclose that it was in- 
solvent. 


2. During the period from about April 1 to April 26, 1974, 
registrant and Hoban willfully violated the above antifraud 
provisions in that they continued to conduct registrant's 
securities business although it was insolvent. 


3. Registrant, willfully aided and abetted by Hoban, will- 
fully violated Section 15(c)(3) of the Exchange Act and 
Rules 15c3-1 and 15c3-3 thereunder in that, during the 
period from about January 1 to May 31, 1972, and in 
April 1974, it effected securities transactions when its ag- 
gregate indebtedness exceeded 2,000% of its net capital 
and it did not have and maintain net capital of at least 
$5,000, and, during the period from about March 1 to 
April 26, 1974, failed to maintain required deposits in a 
special reserve bank account for the benefit of customers. 


4. Registrant, willfully aided and abetted by Hoban, will- 
fully violated Section 17(a) of the Exchange Act and Rules 
17a-3 and 17a-11 thereunder in that, during the period 
from about January 1, 1972 to April 26, 1974, it failed to 
make accurately and keep current certain books and records, 
and, during the period from about January 1 to September 
30, 1972, and in April 1974, failed to give the Commission 
telegraphic notice of its net capital deficiencies and to file 
required reports of its financial condition. 


5. During the period from about June 1, 1969 to April 26, 
1974, registrant, willfully aided and abetted by Hoban and 
Sauve, willfully violated Section 15(b) of the Exchange 
Act and Rule 15b3-1 thereunder in that it failed to amend 
promptly its application for broker-dealer registration to 
disclose its ownership, the positions held by certain persons, 
its business address and its directors. 


6. Kauffman failed to exercise reasonable supervision over 
persons subject thereto with a view to preventing the mis- 
conduct described in paragraphs 3, 4 and 5. 


7. Hoban was an officer and director of registrant when a 
trustee was appointed for it under the Securities Investor 
Protection Act. 


In view of the foregoing, it is in the public interest to re- 
voke registrant’s broker-dealer registration, to bar Hoban 
from association with any broker or dealer, and to impose 
on Kauffman and Sauve the sanctions to which they have 
consented. 
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Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of McMahon & Hoban, Inc. be, and it 
hereby is, revoked; that Edward F. Hoban be, and he here- 
by is, barred from being associated with any broker or deal- 
er; that John F. Kauffman and Rene O. Sauve be, and they 
hereby are, barred from being associated with any broker, 
dealer, investment adviser or investment company with the 
proviso that, after 24 months, Kauffman may apply to the 
Commission for permission to become so associated in a 
supervised capacity upon an appropriate showing; and that 
the charges alleged in paragraph 1! B of the order for pro- 
ceedings with respect to Kuaffman, and in paragraphs 1! C, 
il H and II | of that order with respect to Sauve, be, and 
they hereby are, dismissed. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 7(e) of the Commission's Rules of Practice provides 
that the allegations in that order may be deemed true as to 
a defaulting respondent. 


2/ Sauve’s consent is conditioned on the dismissal of certain 
of the charges against him in the order for proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11280/March 6, 1975 


See Securities Act Release No. 5573/March 6, 1975. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18832/February 28, 1975 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4545 
New York, New York 10020 


WISCONSIN GAS COMPANY 
626 East Wisconsin Avenue 
Milwaukee, Wisconsin 53201 


(70-5607) 
(31-747) 


NOTICE OF PROPOSED DISTRIBUTION OF COMMON 
STOCK OF SUBSIDIARY BY HOLDING COMPANY; 
EXEMPTION OF HOLDING COMPANY UNDER SEC- 
TION 3(a)(1); ORDER AUTHORIZING SOLICITATION 
OF PROXIES 


NOTICE IS HEREBY GIVEN that American Natural Gas 


Company (“American Natural’’), a registered holding com- 
pany, and its wholly-owned public utility subsidiary, Wiscon- 
sin Gas Company (“Wisconsin Gas’’), have filed an applica- 
tion-declaration and an amendment thereto, together with 
an exemption statement (Form U-3A-2) pursuant to the 
Public Utility Holding Company Act of 1935 (““Act’’) de- 
signating Sections 3(a)(1), 6(a), 7, 9(a)(1), 9(a)(2), 10, 12 
and 12(c) of the Act and Rules 2, 43, 60, 61 and 62 promul- 
gated thereunder as applicable to the following proposed 
transactions. All interested persons are referred to the amend- 
ed application-declaration and exemption statement, which 
are summarized below, for a more complete statement of 
the proposed transactions. 


American Natural, a Delaware corporation, is solely a hold- 
ing company. It has two gas utility subsidiary companies, 
Wisconsin Gas and Michigan Consolidated Gas Company 
(“Michigan Consolidated”). In addition, it controls directly 
or indirectly a number of subsidiaries which are non-utility 
companies within the meaning of the Act. As of September 
30, 1974, the total consolidated assets of American Natural 
and its subsidiaries amounted to approximately $1,957,000,- 
000 (after reserves for depreciation and depletion) and con- 
solidated revenues amounted to approximately $748,685,- 
000 in the 12 months ended on that date. On the same date, 
American Natural‘s capital stock, all publicly held, consisted 
of 18,432,532 common shares, with a par value of $10 per 
share. The issue and sale of an additional 2,000,000 shares 
in February 1975 (HCAR No. 18829) increased the number 
of outstanding shares to 20,432,532. 


Wisconsin Gas, a Wisconsin corporation, is a gas public- 
utility company as defined in the Act. It is the largest gas 
distributing company in the State of Wisconsin where it 
conducts all of its business. It serves natural gas to approxi- 
mately 367,000 retail customers in some 352 communities 
(including the City of Milwaukee), with an estimated 1970 
census population of 1,668,000. Approximately 93% of 
the company’s gas supplies are purchased, pursuant to long- 
term service agreements, from Michigan Wisconsin Pipe Line 
Company (“Michigan Wisconsin”), an affiliated System 
company, and the balance is purchased from two non- 
affiliated pipeline suppliers. In the 12-month period ended 
September 30, 1974, Wisconsin Gas has total operating re- 
venues of $149,465,000, and its total assets on that date 
(after valuation reserves) amounted to $236,586,000. 

As of the same date, its capital structure was as shown 
below. 








Amount Percent 

First Mortgage Bonds $100,291,000 50.3 

Sinking Fund Debentures 12,600,000 6.3 

Total Long-Term Debt $112,891,000* 56.6 

Common Stock Equity 86,738,491 43.4 
’ Total Capital & Surplus $199,629.491 100.0 


*Exclusive of current maturities 
Of the total long-term debt, $16,616,000 principal amount 


SEC DOCKET/383 








of first mortgage bonds matures in November 1975; the bal- 
ance matures variously from 1981 through 1994. The com- 
pany also has outstanding $12,910,000 of short-term debt 
pending permanent financing. The equity consists of 5,946,- 
746 authorized and outstanding shares of $12 par value com- 
mon stock, all held by American Natural, plus accumulated 
retained earnings. Wisconsin Gas’ rates, accounting, and re- 
lated matters are subject to the jurisdiction of the Public 
Service Commission of Wisconsin. 


Michigan Consolidated, a Michigan corporation, is a gas util- 
ity company as defined in the Act. It is the largest natural 

gas distribution company in Michigan, where ail of its utility 
business is conducted. Its total assets amounted to $701,880,- 
000 at September 30, 1974, and total revenues in the year 
then ended were $459,158,000. Approximately 84% of 
Michigan Consolidated’s gas supply is purchased from Michi- 
gan Wisconsin, and the balance from non-affiliated suppliers 
and from an affiliated System company, Great Lakes Trans- 
mission Company (“Great Lakes”’). 


Michigan Wisconsin owns and operates an interstate natural 
gas transmission and underground storage system. Its pipe- 
line facilities extend to the Midwest from gas production 
areas of Texas and Oklahoma and from onshore and off- 
shore Louisiana. Michigan Wisconsin provides gas service to 
54 distribution wholesale customers (including Wisconsin 
Gas and Michigan Consolidated) in nine states, principally 
Michigan and Wisconsin. During the 12 months ended Sep- 
tember 30, 1974, approximately 80% of Michigan Wiscon- 
sin’s gas supply (874 billion cubic feet) was purchased from 
numerous independent producers and the balance from its 
affiliate, Great Lakes, and four non-affiliated suppliers. In 
the same period, its sales amounted to 837 billion cubic feet, 
of which about 50% was sold to Michigan Consolidated, 16% 
to Wisconsin Gas, and the balance to non-affiliated distribu- 
tors. Its total revenues in that period were $512,202,000, and 
its total assets on September 30, 1974 amounted to $816,- 
719,000 (after valuation reserves). Michigan Wisconsin’s 
rates, service and accounting are subject to the jurisdiction 
of the Federal Power Commission. 


American Natural also has two wholly-owned subsidiaries: 
American Natural Gas Production Company, engaged in oil 
and gas exploration and development, and American Natural 
Gas Service Company (“Service Company”), a mutual ser- 
vice company rendering various services at cost to affiliated 
System companies; and it owns a 50% common stock interest 
in Great Lakes which operates a 1,000-mile pipeline system 
transporting Canadian natural gas, including deliveries of 70 
million cubic feet daily to Michigan Wisconsin and Michigan 
Consolidated. 


American Natural’s proposals include the following transac- 
tions: 


(1) American Natural will distribute to the holders of its 
common stock all the outstanding shares of common stock 
of Wisconsin Gas, in the ratio of one share of Wisconsin Gas 
for each five shares of American Natural common stock held 
on the effective date of distribution. No fractional shares of 
Wisconsin Gas will be distributed, but the number of full 
shares equal to the aggregate of all fractional shares to 

which American Natural’s stockholders would otherwise be 
entitled will be sold by an agent and the cash proceeds of 
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the sale, net of selling expenses, will be paid pro-rata to the 
stockholders. American Natural has requested a ruling from 
Internal Revenue Service to the effect that, among other 
things, the distribution of the Wisconsin Gas stock will be 
“tax-free”, i.e., that the distribution will not result in any 
taxable gain or loss to the recipient stockholders of American 
Natural. 


(2) Prior to the distribution, Wisconsin Gas’ $12 par value 
outstanding common stock will be relcassified into approxi- 
mately 4,087,000 shares of $1 par value per share, equal to 
one-fifth of American Natural’s then outstanding shares of 
common stock; and Wisconsin Gas will decrease the number 
of its authorized shares of common stock to 5,000,000. The 
difference, approximately $67,000,000, between the total 
par value of its presently outstanding common stock and 
total par value of the reclassified common stock, will be 
credited by Wisconsin Gas to “other paid-in capital.’’ Appli- 
cation will be made to the New York Stock Exchange to 
list the shares of Wisconsin Gas stock to be distributed. 


(3) American Natural, now a Delaware corporation, will be 
reincorporated as a Michigan corporation. This will be ac- 
complished by (i) organizing a new Michigan corporatior: 
named American Natural Gas Company (‘‘American Natural 
(Michigan)*’) which will initially issue and American Natural 
will acquire for $100, 100 shares of $1 par value common 
stock; and (ii) after distribution of the Wisconsin Gas stock 
to American Natural’s stockholders, merging American Na- 
tural into American Natural (Michigan). All of the outstand- 
ing shares of American Natural, $10 par value will be con- 
verted as a result of the merger into an equal number of 
shares of American Natural (Michigan) with a par value of 
$1 per share. The aggregate reduction in par value $165,893,- 
000 as of September 30, 1974) will be credited to “other 
paid-in capital."’ The assets and liabilities, and all the rights, 
privileges and obligations. of American Natural (Michigan) 
immediately following the merger will be the same as those 
of American Natural just prior to the merger; and the rights 
and privileges pertaining to American Natural (Michigan)‘s 
common stock will be essentially similar to those attaching 
to the present common stock of American Natural. 


(4) The proposed reorganization will be submitted to the 
stockholders of American Natura! pursuant to a proxy and 
proxy-statement at the annual stockholders meeting 
scheduled for April 30, 1975. A majority vote of the stock- 
holders is required to effectuate the reorganization. Copies 
of the proxy and proxy-statement have been submitted for 
appropriate review. 


It is stated that the separation of Wisconsin Gas from Amer- 
ican Natural will not affect the former’s gas supplies, and 
that its long-term supply contracts with Michigan Wisconsin 
will remain in effect. It is also stated that none of the offi- 
cers or directors of Wisconsin Gas will serve on the Board of 
American Natural or any of its subsidiaries. Service Com- 
pany will continue to provide billing and accounting ser- 
vices for Wisconsin Gas at cost on substantially the same 
basis as now provided until Wisconsin Gas is able to sub- 
stitute others to render these services. 


The divestment of Wisconsin Gas will reduce the American 
Natural System’‘s revenues and earnings by 10-11%. Ameri- 
can Natural states that it presently contemplates continua- 
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tion of its current dividend rate of $2.54 per annum; and American Natural’s stockholders, be, and the same hereby is, 
that the dividend policy of Wisconsin Gas will be determined granted and permitted to become effective forthwith, subject 
by its Board of Directors, but based on an assumed 60% pay- to the terms and provisions prescribed in Rule 24 under the 
out ratio followed generally by independent gas utilities and Act. 

using Wisconsin Gas’ earnings for the 12 months ended Sep- ; 

in tember 30, 1974, the indicated annual dividend rate would For the Commission, by the Division of Corporate Regula- 
be $1.32 per share of Wisconsin Gas’ reclassified common tion, pursuant to delegated authority. 
stock. 

George A. Fitzsimmons 
American Natural, reincorporated in Michigan, will have a Secretary 
single public-utility subsidiary company, Michigan Consoli- 
dated, also a Michigan corporation conducting substantially 
' all of its business within that State. American Natural has 

. filed herein an exemption statement on Form U-3A-2 re- PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
questing that the Commission enter an order pursuant to Release No. 18833/March 3, 1975 
Section 3(a){1) of the Act exempting American Natural 
(Michigan) and its subsidiary companies from all provisions _In the Matter of 
of the Act except Section 9(a)(2) thereof. 

UTAH POWER & LIGHT COMPANY 
The proposed reclassification of Wisconsin Gas’ common P. O. Box 899 
stock is subject to approval of the Public Service Commis- Salt Lake City, Utah 84110 

‘ sion of Wisconsin, to which an application will be made. It 
is stated that no other State commission, and no Federal (70-5627) 
commission other than this Commission, has jurisdiction 

over the proposed transactions. A statement of the fees and NOTICE OF PROPOSED ISSUE AND SALE OF COM- 

- expenses to be incurred in connection with the proposed MON STOCK TO SHAREHOLDERS PURSUANT TO 

. transactions will be filed herein by amendment. DIVIDEND REINVESTMENT PLAN 

NOTICE IS FURTHER GIVEN that any interested person NOTICE IS HEREBY GIVEN that Utah Power & Light 

; may, not later than March 25, 1975 request in writing that © Company (“Utah”), an electric utility company and a regis- 

j a hearing be held on such matter, stating the nature of his tered holding company, has filed a declaration and an amend- 
interest, the reasons for such request, and the issues of fact § ment thereto with this Commission pursuant to the Public 
or law raised by the application-declaration which he de- Utility Holding Company Act of 1935 (“Act”), designating 
3 sires to controvert; or he may request that he be notified Sections 6(a) and 7 of the Act as applicable to the proposed 
J should the Commission order a hearing in respect thereof. transaction. All interested persons are referred to the de- 

| Any such request should be addressed: Secretary, Securi- claration, which is summarized below, for a complete state- 

. ties and Exchange Commission, Washington, D. C. 20549. ment of the proposed transaction. 

’ A copy of such request should be served personally or by 

‘ mail (air mail if the person being served is located more By order dated January 8, 1973 (Holding Company Act Re- 

. than 500 miles from the point of mailing) upon the appli- lease No. 17847) Utah was authorized to issue and sell 
cants-declarants at the above-stated addresses, and proof of 40,000 shares of its common stock, $12.50 par value 

service (by affidavit or, in case of an attorney at law, by (“‘stock”’), to its common stockholders pursuant to a Divi- 
certificate) should be filed with the request. At any time dend Reinvestment and Stock Purchase Plan (“plan”). Un- 
after said date, the application-declaration, as amended or der the plan a holder of Utah common stock may elect to 

) as it may be further amended, may be granted and per- have his dividends automatically invested in additional com- 
mitted to become effective as provided in Rule 23 of the mon stock of Utah. 

| General Rules and Regulations promulgated under the Act, 

¢ or the Commission may grant exemption from such rules Utah now proposes to offer to shareholders who are or 

as provided in Rules 20(a) and 100 thereof or take such who become plan participants an additional 200,000 shares 

j other action as it may deem appropriate. Persons who re- of its authorized but unissued common stock under the 
quest a hearing or advice as to whether a hearing is ordered plan. Utah states that the proposed offering is necessary 
will receive any notices and arders issued in this matter, to meet the requirements of plan participants resulting 

y including the date of the hearing (if ordered) and any post- = from the expected April 1, 1975, dividend payment and 

, ponements thereof. dividend payments subsequent thereto. In the event all 

” 200,000 shares are not sold by Utah within 12 months 

| f On the basis of the record it is found that the application- from the effective date of the order in this proceeding, 

. declaration as amended, insofar as it pertains to the pro- Utah proposes to file an amendment seeking authority 
posed solicitation of consents of American Natural’s stock- to continue the plan with respect to any unsold shares. 
holders, satisfies the provisions of Section 12(e) of the Act All 40,000 shares originally offered under the plan have 
and Rule 62 thereunder; and that it is appropriate in the been sold. Utah states that it does not now propose to 
public interest and in the interest of investors and consum- amend or supplement the plan in any way. 
ers that the solicitation be permitted: 

The plan is administered by Zions First National Bank of 

’ IT iS ORDERED, pursuant to Section 12(e) of the Act Salt Lake City, Utah, a commercial banking institution, 

- & and Rule 62 thereunder, that said application-declaration the “Trustee” appointed by Utah’s board of directors. 

4 as amended, insofar as it pertains to the solicitation of Under the plan a holder of Utah common stock may elect 
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to have his dividend automatically invested in additional 
common stock of Utah. Dividends to be so invested include 
dividends received on the shares held by the Trustee for the 
Participant’s account. The price of the shares to be issued 
by Utah to the Trustee is determined by the closing price 
of Utah’s common stock on the New York Stock Exchange 
on each dividend payment date. The shares purchased by 
the Trustee are held for the exclusive benefit of the partici- 
pants in the Plan. 


A participant may at any time withdraw full shares in his 
account under the plan without terminating his participation 
in the plan. Fractional share interests will be paid in cash, 
based on the closing market price on the day the withdrawal 
or termination request is received by Utah. A participating 
stockholder must affirmatively terminate his enrollment in 
the plan to end his participation and he may do so ‘at any 
time. 


Investment of dividends held under the plan will not be 
made until a period of two weeks has elapsed following the 
dividend payment date. This will allow a participant to with- 
draw from the plan and receive his last dividend in cash. 
Notice of the withdrawal must be received by Utah within 
the two week period for the participant to receive the divi- 
dend in cash. 


If a participant ceases to be a record shareholder, Utah will 
endeavor to secure from him instructions regarding the dis- 
Position of the shares held for his account under the plan. 
Should Utah be unable to obtain such instructions, it may, 
at its discretion, continue to reinvest the dividends on 
shares so held, until otherwise notified. A quarterly state- 
ment will be issued to each participating stockholder indi- 
cating the status of his stock interest in the plan. 


Each participant pays a service charge to Utah of three (3) 
percent of the dividend received for investment, up to a 
maximum of two (2) dollars per account for each dividend. 
The service charge is automatically deducted from each ac- 
count, and may, after proper notice to each participant, be 
adjusted up or down to reflect changes in the cost of admin- 
istering the plan. The Trustee is paid a fee by Utah from 
funds received through the service charge. There is no brok- 
er’s commission charged to participants of the plan. 


The Trustee will not vote any shares held by it under the 
plan. Participants receive a single proxy with respect to full 
shares which they own of record or under the plan. 


Fees and expenses to be incurred in connection with the 
proposed transaction will be supplied by amendment. It is 
stated that the Public Service Commission of Wyoming and 
the Idaho Public Utilities Commission have jurisdiction 

over the proposed transaction and that no other state com- 
mission and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 24, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
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Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the 
point of mailing) upon the declarant at the above-stated ad- 
dress, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as amend- 
ed, or as it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive any no- 
tices and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18834/March 3, 1975 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-5626) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding system, has filed a 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act’’), designating 
Sections 6(a) and 7 of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. All 
interested persons are referred to the declaration, which is 
summarized below, for a complete statements of the pro- 
posed transaction. 


NEES proposes to issue and sell for cash before April 30, 
1975, up to 2,500,000 shares of its common stock, par 
value $1 per share (the “Additional Common Stock”’), in a 
negotiated public underwriting through a group of under- 
writers represented by The First Boston Corporation, E. F. 
Hutton & Company, Inc., Kidder, Peabody Co., Inc., and 
Paine, Webber, Jackson & Curtis, Inc. 


On November 7, 1974 (Holding Company Act Release No. 
18646), this Commission announced a temporary suspen- 
sicn of the competitive bidding requirements of Rule 50 
under the Act insofar as those requirements apply to sales 
of common stock. This suspension is effective, under certain 
conditions, until April 30, 1975. NEES contemplates selling 
its stock during this period, and thus the sale will be exempt 
from the competitive bidding requirements. 
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The proceeds from the sale of the Additional Common 
Stock will be used by NEES for the payment of short-term 
indebtedness, incurred to make investments in NEES‘s sub- 
sidiaries or for additional investments in NEES’s subsidiaries 
through loans to such subsidiaries, purchases of additional 
shares of their capital stock or capital contributions. 


The fees and expenses to be paid by NEES are estimated at 
$150,000, including service fees, at cost, of New England 
Power Service Company, a wholly-owned subsidiary of 
NEES of $60,000. The fees of counsel for the underwriters, 
to be paid by the successful bidders, will be supplied by 
amendment. It is stated that no state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 31, 1975, request in writing 

that a hearing be held on such matter stating the ‘nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said deciaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as filed 
or as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of thé 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18835/February 28, 1975 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER COMPANY 
Hartford, Connecticut 


(70-5614) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND TO A DEALER IN COMMERCIAL 
PAPER AND EXCEPTION FROM COMPETITIVE BID- 
DING 





Connecticut Yankee Atomic Power Company (““Connecti- 
cut Yankee”), an electric utility subsidiary company of 








Northeast Utilities (“Northeast”) and of New England Elec- 
tric System (“New England”), both of which are registered 
holding companies, has filed a declaration and an amendment 
thereto with this Commission pursuant to Sections 6(a) and 
7 of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rule 50(a)(5) promulgated thereunder regard- 
ing the following proposed transactions. 


Connecticut Yankee proposes to issue and sell, from time 
to time on or before March 1, 1976, short-term securities in 
an aggregate principal amount not to exceed $30,000,000 
outstanding at any one time. Such securities will be in the 
form of short-term notes issued to banks or commercial 
paper issued to a dealer in such securities. 


The proposed bank notes will each be dated as of the date 
of issue, will have maximum maturity dates of nine months, 
will bear interest at a rate per annum not in excess of one 
percent (1%) above the prime rate in effect at the lending 
bank on the date of issue, and will be subject to prepayment 
at any time at Connecticut Yankee’s option without pre- 
mium. The banks which will participate in Connecticut Yan- 
kee’s short-term borrowing program and the maximum com- 
mitment of each bank is as follows: 


The Chase Manhattan Bank, 

New York, New York $18,000,000 

The Connecticut Bank and 

Trust Company, Hartford, 

Connecticut 6,000,000 
Total $24,000,000 


Connecticut Yankee has undertaken to deposit 10% of the 
amount of the line at the time it is committed. In addition, 
at the time of the first borrowing pursuant to the line of 
credit, Connecticut Yankee will make an additional deposit 
(compensating balance) of 10% of the entire committed line. 
Assuming a full 20% compensating balance and borrowings 
at one percent (1%) above the prime rate, the effective cost 
of borrowing would be approximately 11.9%, based on an 
assumed prime interest rate of 8-1/2%. 


The proposed commercial paper notes will be issued in de- 
nominations of not less than $50,000 and not more than 
$1,000,000, will have a maturity of not more than 270 
days, will not be repayable prior to maturity, and will be sold 
by Connecticut Yankee directly to Lehman Commercial Pa- 
per, Incorporated, a dealer in commercial paper, at the dis- 
count rate per annum prevailing at the date of issuance for 
commercial paper of comparable quality and of the particu- 
lar maturity sold by public-utility issuers to commercial 
paper dealers. No commercial paper notes having a matur- 
ity of more than 90 days will be issued at an effective in- 
terest cost which exceeds the effective interest cost at which 
Connecticut Yankee could borrow from banks in an amount 
at least equal to the principal amount of such commercial 
paper. No commission or fee will be payable in connection 
with the issuance and sale of the commercial paper. The com- 
mercial paper dealer, as principal, will reoffer the commer- 
cial paper to institutional investors at a discount of no more 
than 1/8 of 1% per annum less than the prevailing discount 
rate to Connecticut Yankee in such manner as not to con- 
stitute a public offering. The commercial paper will be re- 
offered to not more than 200 identified and designated 
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customers in a list (nonpublic) prepared in advance by the 
dealer. It is anticipated that the commercial paper will be 
held by customers to maturity, but if such customers desire 
to resell prior to maturity, the dealer, pursuant to a verbal 
repurchase agreement, will repurchase the commercial paper 
and reoffer the same to others in the group of 200 custom- 
ers. 


The funds to be derived from the issuance and sale of bank 
notes and commercial paper will be applied by the company 
(i) to sepay $30,000,000 of existing bank notes and com- 
mercial paper presently outstanding pursuant to an order of 
the Commission dated September 14, 1973 (HCAR No. 
18096), (ii) to provide funds for capital expenditures con- 
sisting principally of replacement turbine rotors, high energy 
pipe brake modification, the construction of a warehouse, 
and for the purchase of additional nuclear fuel. It is con- 
templated that the bank notes and commercial paper will be 
repaid in large part from the proceeds of a leverage lease nu- 
clear fuel transaction in May or June of 1975 and with a 
mortgage bond issue later in 1975. It is represented that a 
small quantity of commercial paper will remain outstanding 
as a continuing component of the fuel financing program. 


No State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


Connecticut Yankee requests that the issue and sale of its 
commercial paper notes be excepted from the competitive 
bidding requirements of Rule 50 pursuant to subparagraph 
(a)(5) thereof in view of the fact that current rates for 
commercial paper for prime borrowers such as Connecticut 
Yankee are readily ascertainable by reference to daily finan- 
cial publications and that it is not practicable to invite com- 
petitive bids for commercial paper. Connecticut Yankee fur- 
ther requests that the certificates under Rule 24 be filed on 
a quarterly basis with respect to the commercial paper. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18799), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said de- 
claration, as amended, be permitted to become effective 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said delcaration, as amend- 
ed, be, and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
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Release No. 18836/March 3, 1975 
In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-5613) 


ORDER AUTHORIZING PROPOSED CHARTER AMEND- 
MENT REGARDING INCREASE IN AUTHORIZED 

NUMBER OF SHARES OF COMMON STOCK AND SOLI- 
CITATION OF PROXIES IN CONNECTION THEREWITH 


The Southern Company (“Southern”), a registered holding 
company, has filed a declaration, and an amendment there- 
to, with this Commission pursuant to Sections 6(a), 7 and 
12(e) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 62 promulgated thereunder as applicable 
to the following proposed transactions. 


Southern’s Certificate of Incorporation (“Certificate’’) 
presently authorizes 110,000,000 shares of common stock, 
par value $5 per share, of which 98,749,500 shares are issued 
and outstanding. Southern proposes to amend its Certificate 
so as to increase the authorized number of shares of com- 
mon stock from 110,000,000 to 150,000,000, par value 
$5.00 per share. 


Southern has traditionally provided its subsidiary companies 
with the common equity portion of the capital needed to 
finance their construction programs. To that end, Southern 
issued and sold 36,300,000 shares of common stock during 
the 3 year period 1972 through 1974. It is contemplated 
that the common stock capital requirements of the subsidi- 
ary companies will continue and that in 1975 Southern will 
be required for such purposes to sell additional shares of its 
common stock approaching, if not exceeding, the number 
of its presently authorized but unissued shares. The proposed 
amendment to the Certificate is designed to provide South- 
ern with a reasonable amount of authorized but unissued 
shares of common stock for financing such additional com- 
mon equity capital requirements and for general corporate 
purposes, including pssible use in a dividend reinvestment 
and stock purchase plan for Southern’s stockholders. Any 
actual issuance and sale of common stock would be subject 
to approval pursuant to the applicable provisions of the Act 
and rules thereunder. 


The proposed amendment to the Certificate will require the 
affirmative vote of the holders of a majority of the shares of 
outstanding common stock. By means of a proxy and proxy- 
statement, the proposed amendment will be submitted to the 
stockholders at Southern’s 1975 annual meeting to be held 
on or about May 28, 1975. It is stated that the proposed 
amendment has been proposed and declared advisable by 
Southern’s Board of Directors. 


The fees and expenses to be incurred in connection with 
the proposed transaction will total $8,300, which includes 
attorneys’ fees of $3,000. No State or Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. 


Due notice of the filing of said declaration, as amended, has 
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been given in the manner prescribed in Rule 23 promulgated 
under the Act {Holding Company Act Release No. 18802), 
and no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 

are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that said 
declaration, as amended, be permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18837/March 3, 1975 


In the Matter of 


NORTHEAST UTILITIES SERVICE COMPANY 
NORTHEAST UTILITIES, et al. 

P.O. Box 270 

Hartford, Connecticut 06101 


N ) (37-65) 


NOTICE OF PROPOSED SERVICES BY SERVICE COM- 
PANY TO NON-ASSOCIATE 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(“Northeast”’), a registered holding company, together with 
its subsidiary companies including Northeast Utilities Ser- 
vice Company (‘Service Company”), have jointly filed with 
this Commission a post-effective amendment No. 7 to their 
joint application-declaration, as heretofore amended, regard- 
ing the organization and conduct of business of Service Com- 
pany, designating Section 13(d) of the Public Utility Hold- 
ing Company Act of 1935 (“Act”) and Rule 88 promulgated 
thereunder as applicable to the transaction proposed in said 
post-effective amendment. All interested persons are refer- 
red to the amendment for a statement of the proposed trans- 
action which is summarized below. 


Service Company performs various services at cost to its asso- 
ciated companies in the Northeast System. It is also author- 
ized to perform for non-associate companies services which, 
except as otherwise authorized by the Commission pursuant 
to a declaration, are limited to dispatching and related ser- 
we (See Holding Company Act Release No. 15498, June 

, 1966.) 


Service Company proposes to enter into a contract with the 
City of Westfield, Massachusetts, Gas and Electric Light De- 
partment (“Westfield G&E’’), whereby Service Company 
would perform the necessary engineering and related ser- 
ices to design and construct for Westfield G&E a bulk sub- 


station at Buck Pond Road, Westfield, Massachusetts. It is 
stated that the Buck Pond substation will be substantially 
similar to another substation located in Westfield previously 
owned by Western Massachusetts Electric Company 
(“WMECO”), as associate company, and sold to Westfield 
G&E in 1972; that Westfield G&E’s service area is adjacent 
to that of WMECO, and its system is interconnected with 
WMECO’s; that performance of the proposed services by Ser- 
vice Company will assure the compatability of the Buck Pond 
substation with the interconnecting WMECO facilities; and 
that the proposed contract will promote the more efficient 
use of Service Company’s personnel and resources without 
additional cost to its associate system companies. 


It is expected that the engineering and design work will com- 
mence immediately and that construction will start about 
June 1, 1977 and be completed about June 1, 1978. The 
total cost to Westfield G&E for the proposed services of 
Service Company is estimated at $1,250,000. Under the con- 
tract, Service Company would bill Westfield G&E monthly 
for services performed and those expected to be performed 
in the current month, in amounts intended to reimburse Ser- 
vice Company for its direct costs together with an additional 
amount representing overhead and profit. It is stated that in 
view of such monthly billings, no borrowings of funds by 
Service Company in connection with services performed 
under the contract will be necessitated. 


Fees and expenses of the proposed transaction are estimated 
not to exceed $1,000. It is stated that no State or Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 24, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration, as amended by 
said post-effective amendment, or as it may be further amend- 
ed, which he desires to controvert, or he may request that he 
be notified if the Commission should order a hearing there- 
on. Any such request should be addressed: Secretary, Secur- 
ities and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is tocated more than 
500 miles from the point of mailing) upon the applicant-de- 
clarants at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the application-declaration, as so amended or as it may be 
further amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 


Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18838/March 3, 1975 


In the Matter of 


GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NEW ENGLAND ELECTRIC SYSTEM 

20 Turnpike Road 

Westborough, Massachusetts 01581 


(70-5624) 


NOTICE OF PROPOSED SHORT-TERM BORROWINGS 
BY SUBSIDIARY COMPANIES AND PROPOSED LOANS 
OF FUNDS BY PARENT TO VARIOUS SUBSIDIARIES 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, and Gran- 
ite State Electric Company (‘Granite’), Massachusetts Elec- 
tric Company (“Mass Electric’), The Narragansett Electric 
Company (“Narragansett”), and New England Power Com- 
pany (“NEPCO”), its subsidiary electric utility companies, 
(“the borrowings companies”), have filed an application- 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act’’), designating 
Sections 6(a), 7, 9(a), 10 and 12 of the Act and Rules 42, 
43, 45 and 50 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are referred to 
the application-declaration, which is summarized below, for 
a complete statement of the proposed transactions. 


The borrowing companies propose: to issue through March 
31, 1976, short-term promissory notes to certain designated 
banks and/or to NEES, and Mass Electric and NEPCO also 
propose to issue notes to dealers in commercial paper. The 
aggregate amount of notes of each borrowing company to 
be held by the lenders at any one time will not exceed 
$9,000,000 for Granite, $25,800,000 for Mass Electric, 
$130,000,000 for NEPCO, and $23,700,000 for Narragan- 
sett. The maximum amounts of short-term borrowings by 
Mass Electric and NEPCO from banks and NEES to be out- 
standing at any one time will be reduced by the amount of 
its commercial paper outstanding at that time. Of the $23,- 
700,000 proposed for Narragansett, $7,500,000 would only 
be used in the event that Narragansett is unable to refund its 
First Mortgage Bonds, Series H, 812%, due April 1, 1975, 
through the sale of additional bonds. If such additional 
bonds are sold, the aggregate short-term borrowings by Nar- 
ragansett will not exceed $16,200,000. 


The proceeds of the proposed borrowings are to be used by 
each borrowing company to pay its then outstanding notes 
payable to banks, dealers in commercial paper and/or to 
NEES at or prior to maturity thereof, and to provide new 
money for capital expenditures or reimburse its treasury 
thereof. 


The proposed notes to banks and/or NEES will mature in 
less than one year from the date of issue and will be prepay- 
able at any time, in whole or in part, without premium. 
The borrowing companies will maintain sufficient operating 
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balances to meet the lending banks’ compensating balance 
requirements or in lieu thereof will pay fees to the banks 
equivalent to such compensating balance requirements. The 
notes to banks will bear interest at not in excess of the prime 
rate in effect at the time borrowings are made or the prime 
rate plus the above-mentioned fees. The notes to NEES will 
bear interest at not in excess of the prime rate in effect at 
the time borrowings are made. If the operating balances were 
maintained solely to fulfill prevailing compensating balance 
requirements of about 10% to 20%, or fees equivalent there- 
to, the effective interest cost to the borrowing companies 
would be approximately 10% to 11%% per annum, based on 
a prime rate of 9%. 


It is proposed that the borrowing companies may prepay 
their notes to NEES, in whole or in part, with borrowings 
from banks or from sale of commercial paper, or that their 
borrowings from banks may be prepaid, in whole or in part, 
with borrowings from NEES, or from the sale of commer- 
cial paper. In the event of borrowings from banks at a higher 
interest rate or the sale of commercial paper at a higher effec- 
tive interest cost, to prepay notes to NEES, NEES will credit 
the borrowers for any excess interest from the date of issu- 
ance of the new notes or commercial paper to the normal 
maturity date of the notes to NEES being prepaid. Converse- 
ly, in the event of borrowing from NEES to prepay notes to 
banks, the interest rate of notes issued to NEES will be the 
lower of (1) the interest rate on the notes being prepaid or 
(2) the prime interest rate then in effect, but with respect to 
(1) only to the maturity date of the notes so prepaid, and 
thereafter at the prime interest rate in effect at the time the 
new notes are issued. 


Mass Electric and NEPCO propose to issue and sell commer- 
cial paper to Lehman Commercial Paper Incorporated 
(“Lehman”) and/or A. G. Becker & Co., Incorporated 
(“Becker’’), dealers in commercial paper. The commercial 
paper will be issued during the period through March 31, 
1976, will have varying maturities of not more than 270 
days after the date of issue, will be sold in varying denomina- 
tions of not less than $50,000 and riot more than $1,000,000, 
and will not by their terms be prepayable prior to maturity. 
Such notes will be issued and sold by Mass Electric and 
NEPCO directly to Lehman and/or Becker at a discount 
which will not exceed the discount rate prevailing at the 
date of issuance for commercial paper of comparable qual- 
ity and like maturity. The effective interest cost will not 
exceed the effective interest cost prevailing at the date of 
issue for borrowings from The First National Bank of Bos- 
ton (“First National’), except that, in order to obtain maxi- 
mum flexibility, commercial paper may be issued with a 
maturity of not more than 90 days from the date of origin- 
al issue of the commercial paper if the effective costs are 

in excess of such effective interest cost from First National. 


Lehman and Becker, as principals, will reoffer the commer- 
cial paper at a discount rate not more than 1/8 of 1% per 
annum less than the prevailing discount rate to the issuer. 
The notes will be reoffered by Lehman and Becker to not 
more than 100 of their respective customers whose names 
appear on nonpublic lists prepared in advance by Lehman 
and Becker. It is expected that such commercial paper will 
be held to maturity by the purchasers from the dealers, but, 
if any such purchaser wishes to resell prior to maturity, 
Lehman or Becker, as the case may be, pursuant to an oral 
repurchase agreement will repurchase the paper for resale 
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to others on said lists of customers. 


Mass Electric and NEPCO request exception from the com- 
petitive bidding requirements of Rule 50 for the proposed 
issuance and sale of their commercial paper notes pursuant 
to Section (a)(5) thereof on the grounds that (a) the com- 
mercial paper to be issued will have maturities of not more 
than nine months, (b) the effective interest cost thereon will 
not exceed the effective interest costs at the time of issue 
for borrowings from The First National Bank of Boston, ex- 
cept that, in order to maintain maximum flexibility, com- 
mercial paper may be issued with maturities which in the 
aggregate do not exceed more than 90 days from the date 
of original issue of the commercial paper if the effective 
costs are in excess of such effective interest cost, from The 
First National Bank of Boston, (c) the current rates for com- 
mercial paper for prime borrowers such as Mass Electric and 
NEPCO are readily ascertainable by reference to daily finan- 
cial publications and (d) it is not practical tp publish invita- 
tions for bids for commercial paper. It is also requested that 
the certificates of notification under Rule 24 regarding all 
of the proposed transactions be filled quarterly. 


It is stated that there are no fees or commissions, other than 
a $2,000 filing fee, to be paid in connection with the pro- 
posed transactions and that incidental services in connection 
with the proposed transactions will be performed, at cost, 
by New England Power Service Company, an affiliated ser- 
vice company; such cost is estimated not to exceed $200 for 
each applicant-declarant, an aggregate of $1,000. Including 
their pro rata share of the filing fee, total expenses for each 
applicant-declarant will not exceed $600. 


The New Hampshire Public Utilities Commission has juris- 
diction over the proposed issuance of short-term promis- 
sory notes by Granite and NEPCO. No other state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 27, 1975, request in writing that 
a hearing be held on such matter stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 


_ Quest should be addressed: Secretary, Securities and Ex- 


change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 

mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants-declar- 
ants at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the application-declaration, as filed or as it may be amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from its rules under the Act as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


or the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18839/March 3, 1975 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-5635) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS IN A NEGOTIATED PRIVATE 
PLACEMENT 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“1&M”), an electric utility subsidiary 
company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed an applica- 
tion with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (““Act’’), designating Section 
6(b) of the Act and Rule 50(a)(2) promulgated thereunder 
as applicable to the proposed transaction. All interested per- 
sons are referred to the application, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


1&M proposes to issue and sell $15,000,000 principal 
amount of its First Mortgage Bonds (“Bonds”), 10% Series 
due March 1, 1985 to the Metropolitan Life Insurance Com- 
pany, New York, New York. The terms of the Bonds preclude 
1&M from redeeming any such Bonds prior to March 1, 
1980, if such redemption is for the purpose of refunding 
such Bonds with proceeds of funds borrowed at a lower 
effective interest cost. The optional redemption price ot the 
entire issue will be 110% of the principal amount during the 
first five years (on or before March 1, 1980), with the re- 
demption price decreasing 1% annually for the following 
four years to 106% of the principal amount (by March 1, 
1984) and thereafter at 100% of the principal amount dur- 
ing the twelve months before March 1, 1985. The Bonds 
will also include a sinking fund pursuant to which 1&M will 
be required to retire 5% of the Bonds annually beginning 
March 1, 1977. The Bonds will be issued under and secured 
by the Mortgage and Deed of Trust, dated as of June 1, 
1939, to Irving Trust Company (“Trustee”), and a new In- 
denture Supplemental thereto (the ““Supplemental Inden- 
ture”’) which will be dated as of March 1, 1975. No finder’s 
fee is to be paid to any third party in connection with the 
proposed transaction for negotiating the transaction. 


The proceeds of the offering will be used to retire $15,000,- 
000 principal amount of 8%% Series Bonds, due April 1, 
1975. 


1&M states that the issuance of the Bonds will be exempt 
from the competitive bidding requirements of Rule 50 
pursuant to paragraph (a)(2) thereof as the Bonds will have 
a maturity of less than ten years, will be issued to an insti- 
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tutional investor, are not for resale to the public, and no 
finder’s fee or other fee, commission or renumeration is to 
be paid on connection therewith to any third party for ne- 
gotiating the transaction. 


The fees and expenses to be incurred in connection with the 
proposed transaction will be supplied by amendment. It is 
stated that the Public Service Commission of Indiana and 
the Michigan Public Service Commission have jurisdiction 
over the proposed issuance and sale of the new Bonds and 
that no other state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN tht any interested person 
amy, not later than March 26, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the application, as filed 
or as it may be amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18840/March 4, 1975 


See Securities Act Release No. 5572/March 4, 1975. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18841/March 4, 1975 


In the Matter of 

GEORGIA POWER COMPANY 
270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 
(70-5629) 


NOTICE OF PROPOSEC ISSUANCE AND SALE OF 
NOTES TO BANKS AND TO A DEALER IN COMMER- 
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CIAL PAPER; EXCEPTION FROM COMPETITIVE BID- 
DING 


NOTICE IS HEREBY GIVEN that Georgia Power Company 
(“Georgia”), an electric utility subsidiary company of The 
Southern Company (“Southern”), a registered holding com- 
pany, has filed an application-declaration with this Commis- 
sion pursuant to the Public Utility Holding Company Act of 
1935 (““Act’’), designating Sections 6(a), 6(b) and 7 of the 
Act and Rule 50 promulgated thereunder as applicable to 
the proposed transactions. All interested persons are referred 
to the application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Georgia proposes to issue and sell unsecured notes to banks 
and/or commercial paper to dealers from time to time 
through March 31, 1976, up to an aggregate principal 
amount of $375 million outstanding at any one time. Geor- 
gia requests that the exemption afforded by Section 6(b) of 
the Act relating to the issuance of short-term notes be in- 
creased to permit issue and sale of the notes herein proposed. 


The financing herein proposed by Georgia is part of a sys- 
tem-wide interim financing program. The analogous finan- 
cing program for Southern and its other subsidiaries, Gulf 
Power Company (‘Gulf’), and Mississippi Power Company 
(“Mississippi”), and Alabama Power Company (“Alabama”) 
are proposed in separate application-declarations (File Nos. 
70-5630, 70-5631 and 70-5632, respectively). 


Georgia has arranged to sell an aggregate of $43,102,000 of 
its bank notes to 285 local commercial banks. The bank 
notes, to be dated as of the date of issue, are to mature not 
more than nine months after the date of issue, and will be 
prepayable, in whole or in part, without penalty or pre- 
mium. With respect to its borrowings from certain local 
banks, Georgia states that its average daily operating bal- 
ances with each such bank will be adequate to meet their 
requirements for compensating balances. The effective in- 
terest rate to be charged by the local banks shall not exceed 
130% of the prime rate in effect at such banks. 


In addition, it is stated that Southern,Georgia, and Alabama 
have arranged a line of credit (‘“Agreement’’) with 9 non-local 
commercial banks approximating $500 million, of which a 
portion will be made ‘available to Georgia on a varying quar- 
terly basis through December 31, 1975, up to a maximum 
amount as follows: 


Quarter ending June 30, 1975 — $300,000,000 
Quarter ending September 30, 1975 — $275,000,000 
Quarter ending December 31, 1975 — $220,000,000 


The amount to be made available to Georgia, if any, during 
the quarter ending March 31, 1976, will be the subject of 
an amendment to this application-declaration. 


The non-local commercial banks and their respective com- 
mitments under the Agreement are: 


First National City Bank, New York $150,000,000 
The Chase Manhattan Bank (N.A.), 

New York 100,000,000 
Morgan Guaranty Trust Company of 

New York 55,000,000 
Chemical Bank, New York 71,000,000 
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Continental Illinois National Bank & 





Trust Co. of Chicago $ 30,000,000 
Bankers Trust Company, New York 56,000,000 
Irving Trust Company, New York 20,000,000 
Manufacturers Hanover Trust Company, 

New York 10,000,000 
Bank of Nova Scotia, New York 10,000,000 

502,000,000 


The portion of the amount borrowed by Georgia will be 
evidenced by notes maturing not later than 9 months from 
the date of issuance thereof, and bearing interest at a fluc- 
tuating rate per annum equal to 115% of the greater of (1) 
the prime rate in effect from time to time, or (2) 1/2 of 1% 
above the latest three-week moving average interest rate pay- 
able on 90 to 119-day dealer-placed commercial paper. 
Georgia may be permitted or required to prepay borrowings 
from time to time in whole or in part without penalty or 
premium. It is stated that the banks will charge commitment 
fees, facility fees and other related fees; and that, giving 
effect to all fees, and assuming full utilization of the banks’ 
commitment, a prime interest rate of 812% and a three-week 
moving commercial paper rate of 6.9%, the effective inter- 
est rate on borrowings would be 10.875% per annum. 


Georgia also proposes, from time to time through March 31, 
1976, to issue and sell commercial paper in the form of 
short-term promissory notes to Salomon Brothers, a dealer 
in commercial paper. The commercial paper notes will have 
varying maturities of not more than 270 days after the date 
of issue and will be sold in varying denominations of not 
less than $50,000 and not more than $5,000,000 directly 

to or through Salomon Brothers at a discount which will not 
be in excess of the discount rate per annum prevailing at the 
date of issuance for prime commercial paper of comparable 
quality and of like maturities. No commercial paper notes 
will be issued having a maturity of more than 90 days at an 
effective interest cost which exceeds the effective interest 
cost at which the issuer could borrow from banks. 


Salomon Brothers, as principal, will reoffer the commercial 
paper at a discount rate of 1/8% of 1% per annum less than 
the prevailing interest rate to the issuer. The commercial 
paper of Georgia will be reoffered, respectively, to not more 
than 200 customers of the dealer identified and designated 
in a nonpublic list prepared in advance by the dealer. No 
additions will be made to such list of customers without the 
approval of the Commission. 


Georgia requests exception from the competitive bidding re- 
quirements of Rule 50 in connection with the sale of com- 
mercial paper notes pursuant to clause (a)(5)(B) thereof. It 
is stated, in this connection, that (a) all commercial paper 
which Georgia proposes to issue and sell will have a maturity 
not in excess of 270 days, (b) current rates for commercial 
paper for prime borrowers, such as Georgia, are published 
daily in financial publications, and (c) it is not practical to 
invite invitations for bids for commercial paper. 


Georgia also proposes, in addition to bank borrowings or 
sales of commercial paper, to borrow from the trust depart- 
ment of one or more commercial banks. At present, it is 
Proposed that trust department borrowings in the maximum 
aggregate principal amount of $10,000,000 will be made 

V from The Citizens and Southern National Bank. Trust de- 


partment borrowings will be made under a master note agree- 
ment and will bear interest at the rate currently charged by 
the lending trust department to other borrowers for similar 
loans, provided that such interest rate shall not exceed the 
currently quoted discount rate on directly placed commer- 
cial paper of 90 to 180-day maturities issued by one or more 
financial credit companies as specified in the applicable mas- 
ter note agreement. No master note shall remain due later 
than 9 months from the date of issuance thereof. Each trust 
department will have the right to demand payment of all or 
any part of the outstanding principal amount at any time 
without penalty. Each master note agreement will be ter- 
minable by either party upon 30 days’ notice. 


Georgia will employ the proceeds of the short-term bank and 
trust notes and commercial paper to finance its future con- 
struction program, to reimburse its treasury for prior ex- 
penditures for its construction program, and to pay at ma- 
turity bank notes and commercial paper notes incurred for 
such purposes. The total estimated construction expendi- 
tures of Georgia for 1975 are $463,986,000. The bank and 
trust notes and/or commercial paper to be issued pursuant 
to Georgia’s proposals herein are expected to be retired 
from internal cash sources or from the proceeds of debt 
and/or equity financings unless otherwise authorized by the 
Commission. 


Fees and expenses incident to the proposed transactions are 
estimated to total $4,500, including legal fees of $2,000. 
Georgia states that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Gecrgia requests authority to file certificates of notifica- 
tion under Rule 24 in respect of its herein proposed borrow- 
ings within 30 days after the end of each calendar quarter. 


NOTICE !S FURTHER GIVEN that any interested person 
may, not later than March 28, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he de- 
sires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declar- 
ant at the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to wheth- 
er a. hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18842/March 4, 1975 


In the Matter of 


GULF POWER COMPANY 
P. O. Box 1151 
Pensacola, Florida 32520 


MISSISSIPPI! POWER COMPANY 
P. O. Box 4079 
Gulfport, Mississippi 39501 


(70-5631) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
NOTES TO BANKS AND TO A DEALER IN COMMER- 
CIAL PAPER; EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Guif Power Company 
(“Gulf”) and Mississippi Power Company (‘Mississippi’), 
electric utility subsidiary companies of The Southern Com- 
pany (““Southern”’), a registered holding company, have 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a), 6(b) and 7 of the Act 
and Rule 50 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are referred 
to the application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Gulf and Mississippi propose to issue and sell unsecured 
notes to banks and/or commercial paper to a dealer from 
time to time through March 31, 1976, up to the aggregate 
principal amounts of $30,000,000 and $31,750,000, re- 
specitively, outstanding at any one time. The applicants- 
declarants request that the exemption afforded by Section 
6(b) of the Act relating to the issuance of short-term notes 
be increased to permit issue and sale of the notes herein 


proposed. 


The financing herein proposed by Gulf and Mississippi is 
part of a system-wide interim financing program. The an- 
alogous financing program for Southern and its other sub- 
sidiaries, Georgia Power Company (“Georgia’’) and Ala- 
hama Power Company (“Alabama”) are proposed in sepa- 
rate application-declarations (File Nos. 70-5630, 70-5629 
and 70-5632, respectively). 


Gulf has arranged to sell an aggregate of $15,923,000 of its 
bank notes to 19 local commercial banks, and Mississippi 
$19,068,000 to 56 banks. The bank notes, to be dated as 
of the date of issue, are to mature not more than nine 
months after the date of issue, and will be prepayable, in 
whole or in part, without penalty or premium. With re- 
spect to its borrowings from certain local banks, Gulf and 
Mississippi state that their average daily opeating balances 
wi.h each such bank will be adequate to meet their re- 
quirerrents for compensating balances. The effective inter- 
est rate to be charged by the local banks shali not exceed 
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125% of the prime rate in effect at such banks. 


Gulf and Mississippi also propose, from time to time through 
March 31, 1976, to issue and sell commercial paper in the 
form of short-term promissory notes to A. G. Becker & Co. 
Incorporated, a dealer in commercial paper. The commercial 
paper notes will have varying maturities of not more than 270 
days after the date of issue and will be sold in varying denom- 
inations of not less than $50,000 and not more than $5,000,- 
000 directly to or through A. G. Becker at a discount which 
will not be in excess of the discount rate per annum prevail- 
ing at the date of issuance for prime commercial paper of 
comparable quality and of like maturities. No commercial 
paper notes will be issued having a maturity.of more than 90 
days at an effective interest cost which exceeds the effective 
interest cost at which the issuer could borrow from banks. 





A. G. Becker, as principal, will reoffer the commercial paper 
at a discount rate of 1/8% of 1% per annum less than the 
prevailing interest rate to the issuer. The commercial paper 
of Gulf and Mississippi will be reoffered, respectively, to not 
more than 200 customers of the dealer identified and desig- 
nated in a non-public list prepared in advance by the dealer. 
No additions will be made to such list of customers without 
the approval of the Commission. 


The applicants-declarants request exception from the com- 
petitive bidding requirements of Rule 50 in connection with 
the sale of commercial paper notes pursuant to clause (a)(5) 
(B) thereof. It is stated, in this connection, that (a) all com- 
mercial paper which they propose to issue and sell will have 
a maturity not in excess of 270 days, (b) current rates for 
commercial paper for prime borrowers, such as Gulf and 
Mississippi, are published daily in financial publications, and 

(c) it is not practical to invite invitations for bids for com- 
mercial paper. 


Gulf and Mississippi will employ the proceeds of the short- 
term bank notes and commercial paper to finance their fu- 
ture construction programs, to reimburse their respective 
treasuries for prior expenditures for their construction pro- 
grams, and to pay at maturity bank notes and commercial 
paper notes incurred for such purposes. The total estimated 
construction expenditures of Gulf and Mississippi for 1975 
are $41,622,000 and $67,979,000, respectively. The bank 
notes and/or commercial paper to be issued pursuant to 
the proposals herein are expected to be retired from inter- 
nal cash sources or from the proceeds of debt and/or equity 
financings unless otherwise authorized by the Commission. 


Fees and expenses incident to the proposed transactions 
are estimated to total $4,500, including legal fees of $1,000. 
The issuance by Gulf of its notes to banks and the issuance 
and sale of its commercial paper are subject to the jurisdic- 
tion of the Florida Public Service Commission. No other 
State commission, and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


The applicants-declarants request authority to file certifi- 
cates of notification under Rule 24 in respect of the here- 
in proposed borrowings within 30 days after the end of 
each calendar quarter. 


NOTICE iS FURTHER GIVEN that any interested person 
may, not later than March 28, 1975, request in writing 
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that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the appli- 
cation-declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued in 
this matter,including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18843/March 4, 1975 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


(70-5632) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
NOTES TO BANKS AND TO A DEALER IN COMMER- 
CIAL PAPER; EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Alabama Power Company 
(“Alabama”), an electric utility subsidiary company of The 
Southern Company (“Southern”’), a registered holding com- 
pany, has filed an application-declaration, and an amend- 
ment thereto, with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 6(b) and 7 of the Act and Rule 50 promul- 
gated thereunder as applicable to the proposed transactions. 
All interested persons are referred to the amended applica- 
tion-declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Alabama proposes to issue and sell unsecured notes to banks 
and/or commercial paper to dealers from time to time through 
March 31, 1976, up to an aggregate principal amount or $350 
million outstanding at any one time. Alabama requests that 


and sale of the notes herein proposed. 


The financing herein proposed by Alabama is part of a sys- 
tem-wide interim financing program. The analogous finan- 
cing program for Southern and its other subsidiaries, Gulf 
Power Company (“Gulf”), Mississippi Power Company 
(“Mississippi”), and Georgia Power Company (“Georgia”) 
are proposed in separate application-declarations (File Nos. 
70-5630, 70-5631 and 70-5629, respectively). 


Alabama has arranged to sell an aggregate of $46,495,000 of 
its bank notes to 123 local commercial banks. The bank 
notes, to be dated as of the date of issue, are to mature not 
more than nine months after the date of issue, and will be 
prepayable, in whole or in part, without penalty or premium, 
With respect to its borrowings from certain local banks, Ala- 
bama states that its average daily operating balances with 
each such bank will be adequate to meet their requirements 
for compensating balances. The effective interest rate to be 
charged by the local banks shall not exceed 130% of the 
prime rate in effect at such banks. 


In addition, it is stated that Southern, Georgia, and Alabama 
have arranged a line of credit (“Agreement”) with 9 non-local 
commercial banks approximating $500 million, of which a 
Portion will be made available to Alabama on a varying quar- 
terly basis through December 31, 1975, up to a maximum 
amount as follows: 


Quarter ending June 30, 1975 — $250,000,000 
Quarter ending September 30, 1975 — $300,000,000 
Quarter ending December 31, 1975 — $300,000,000 


The amount to be made available to Alabama, if any, during 
the quarter ending March 31, 1976, will be the subject of a 
further amendment to this application-declaration. 


The non-local commerciai banks and their respective commit- 
ments under the Agreement are: 





First National City Bank, New York $150,000,000 
The Chase Manhattan Bank {N.A.), 

New York 100,000,000 
Morgan Guaranty Trust Company of 

New York 55,000,000 
Chemical Bank, New York 71,000,000 
Continental Illinois National Bank & 

Trust Co: of Chicago 30,000,000 
Bankers Trust Company, New York 56,000,000 
Irving Trust Company, New York 20,000,000 
Manufacturers Hanover Trust Com- 

pany, New York 10,000,000 
Bank of Nova Scotia, New York 10,000,000 

$502,000,000 


The portion of the amount borrowed by Alabama will be 
evidenced by notes maturing not later than 9 months from 
the date of issuance thereof, and bearing interest at a fluc- 
tuating rate per annum equal to 115% of the greater of (1) 
the prime rate in effect from time to time, or (2) 1/2% of 1% 
above the latest three-week moving average interest rate pay- 
able on 90 to 119-day dealer-placed commercial paper. Ala- 
bama may be permitted or required to prepay borrowings 


the exemption afforded by Section 6(b) of the Act relating tn from time to time in whole or in part without ponaity or 
™ the issuance of short-term notes be increased to permit issue 
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premium. It is stated that the banks will charge commitment 
fees, facility fees and other related fees; and that, giving ef- 
fect to all fees, and assuming full utilization of the banks’ 
commitment, a prime interest rate of 8’2% and a three-week 
moving commercial paper rate of 6.9%, the effective interest 
rate on borrowings would be 10.875% per annum. 


Alabama also proposes, from time to time through March 31, 
1976, to issue and sell commercial paper in the form of short- 
term promissory notes to Lehman Brothers Commerical 
Paper, Inc. (“Lehman Brothers’), a dealer in commercial 
paper. The commercial paper notes will have varying maturi- 
ties of not more than 270 days after the date of issue and will 
be sold in varying denominations of not less than $50,000 
and not more than $5,000,000 directly to or through Leh- 
man Brothers at a discount which will not be in excess of the 
discount rate per annum prevailing at the date of issuance for 
prime commercial paper of comparable quality and of like 
maturities. No commercial paper notes will be issued having 
a maturity of more than 90 days at an effective interest cost 
which exceeds the effective interest cost at which the issuer 
could borrow from banks. 


Lehman Brothers, as principal, will reoffer the commercial 
paper at a discount rate of 1/8% of 1% per annum less than 
the prevailing interest rate to the issuer. The commercial 
paper of Alabama will be reoffered, respectively, to not 
more than 200 customers of the dealer identified and desig- 
nated in a nonpublic list prepared in advance by the dealer. 
No additions will be made to such list of customers without 
the approval of the Commission. 


Alabama requests exception from the competitive bidding 
requirements of Rule 50 in connection with the sale of com- 
mercial paper notes pursuant to clause (a)(5)(B) thereof. it 
is stated, in this connection, that (a) all commercial paper 
which Georgia proposes to issue and sell will have a maturity 
not in excess of 270 days, (b) current rates for commercial 
Paper for prime borrqwers, such as Georgia, are published 
daily in financial publications, and (c) it is not practical to 
invite invitations for bids for commercial paper. 


Alabama also proposes, in addition to bank borrowings or 
sales of commercial paper, to borrow from the trust depart- 
ment of one or more commercial banks. At present, it is 
proposed that trust department borrowings in the maximum 
aggregate principal amount of $10,000,000 will be made 
from The First National Bank of Birmingham, Alabama. 
Trust department borrowings will be made under a master 
note agreement and will bear interest at the rate currently 
charged by the lending trust department to other borrowers 
for similar loans, provided that such interest rate shall not 
exceed the currently quoted discount rate on directly placed 
commercial paper of 90 to 180-day maturities issued by one 
or more financial credit companies as specified in tne appli- 
cable master note agreement. No master note shall remain 
due later than 9 months from the date of issuance thereof. 
Each trust department will have the right to demand pay- 
ment of all or any part of the outstanding principal amount 
at any time without penalty. Each master note agreement 
will be terminable by either party upon 30 days’ notice. 


Alabama will employ the proceeds of tne short-term bank 


and trust notes and commercial paper to finance its future 
construction pregram, to reimburse its treasury for prior 
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expenditures for its construction program, and to pay at ma- 
turity bank notes and commercial paper notes incurred for 
such purposes. The total estimated construction expenditure] 
of Alabama for 1975 are $479,295,000. The bank and trust 
notes and/or commercial paper to be issued pursuant to 
Alabama’s proposals herein are expected to be retired from 
internal cash sources or from the proceeds of debt and/or 
equity financings unless otherwise authorized by the Com- 
mission. 









Fees and expenses incident to the proposed transactions are 
estimated to total $4,500, including legal fees of $2,000. Ala- 
bama states that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Alabama requests authority to file certificates of notification 
under Rule 24 in respect of its herein proposed borrowings 
within 30 days after the end of each calendar quarter. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 28, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said amended application-declaration which 
he desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the appli- 
cation-declaration, as amended or as it may be further 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18844/March 4, 1975 


In the Matter of 
THE SOUTHERN COMPANY 


P. O. Box 720071 
Atlanta, Georgia 30346 











(70-5630) 
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NOTICE OF PROPOSED ISSUANCE AND SALE OF | 
NOTES TO BANKS; EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that The Southern Company 
(“Southern”), a registered holding company, has filed an 
application-declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (““Act’’), de- 
signating Sections 6(a), 6(b) and 7 of the Act and Rule 50 
promulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Southern proposes to issue and sell unsecured notes to banks 
from time to time through March 31, 1976, up to an aggre- 
gate principal amount of $155 million outstanding at any 
one time. Southern requests that the exemption afforded 

by Section 6(b) of the Act relating to the issuance of short- 
term notes be increased to permit issue and sale of the notes 
herein proposed. 


The financing herein proposed by Southern is part of a sys- 
tem-wide interim financing program. The analogous finan- 
cing program for Southern’s subsidiaries, Gulf Power Com- 
pany (“Gulf”), Mississippi Power Company (“’Mississippi*’), 
Alabama Power Company (““Alabama’’) and Georgia Power 
Company (”“Georgia’’) are proposed in separate application- 
declarations (File Nos. 70-5631, 70-5632 and 70-5629, re- 
spectively). 


Southern has arranged to sell an aggregate of $39,550,000 
of its bank notes to 4 commercial banks located in Alabama 
and Georgia. The bank notes, to be dated as of the date of 
issue, are to mature not more than nine months after the 
date of issue, and will be prepayable, in whole or in part, 
without penalty or premium. The effective interest rate to 
be charged by the local banks shall not exceed 130% of the 
prime rate in effect at such banks. 


In addition, it is stated that Southern, Georgia, and Alabama 
have arranged a line of credit (“Agreement”) with 9 non- 
local commercial banks approximating $500 million, of 
which a portion will be made available to Southern on a 
varying quarterly basis through December 31, 1975, up to 

a maximum amount as follows: 


Quarter ending June 30, 1975 — $64,500,000 
Quarter ending September 30, 1975 — $64,500,000 
Quarter ending December 31, 1975 — $ - 0- 


The amount to be made available to Southern, if any, during 
the quarter ending March 31, 1976, will be the subject of 
an amendment to this application-declaration. 


The non-local commercial banks and their respective com- 
mitments under the Agreement are: 


First National City Bank, New York $150,000,000 
The Chase Manhattan Bank (N.A.), 

New York 100,000,000 
Morgan Guaranty Trust Company of 

New York 55,000,000 
Chemical Bank, New York 71,000,000 
Continental Illinois National Bank & 

Trust Co. of Chicago 


30,000,000 





Bankers Trust Company, New York $ 56,000,000 
Irving Trust Company, New York 20,000,000 

Manufacturers Hanover Trust Company, 
New York 10,000,000 
Bank of Nova Scotia, New York 10,000,000 
502,000,000 


The portion of the amount borrowed by Southern will be 
evidenced by notes maturing September 30, 1975, and bear- 
ing interest at a fluctuating rate per annugn equal to 115% 
of the greater of (1) the prime rate in effect from time to 
time, or (2) 1/2 of 1% above the latest three-week moving 
average interest rate payable on 90 to 119-day dealer-placed 
commercial paper. Southern may be permitted or required 
to prepay borrowings from time to time in whole or in part 
without penalty or premium. It is stated that the banks will 
charge commitment fees, facility fees and other related fees; 
and that, giving effect to all fees, and assuming full utiliza- 
tion of the banks’ commitment, a prime interest rate of 82% 
and a three-week moving commercial paper rate of 6.9%, 
the effective interest rate on borrowings would be 10.875% 
per annum. 


Southern also proposes, in lieu of bank borrowings, to bor- 
row from the trust department of one or more commercial 
banks. At present, it is proposed that trust department bor- 
rowings in the maximum aggregate princiap! amount of $10,- 
000,000 will be made from The First National Bank of At- 
lanta. Trust department borrowings will be made under a 
master note agreement and will bear interest at the rate cur- 
rently charged by the lending trust department to other bor- 
rowers for similar loans, provided that such interest rate 
shall not exceed the currently quoted discount rate on 
directly placed commercial paper of 90 to 180-day maturi- 
ties issued by one or more financial credit companies as 
specified in the applicable master note agreement. No mas- 
ter note shall remain due later than 12 months from the date 
of issuance thereof. Each trust department will have the 
right to demand payment of all or any part of the outstand- 
ing principal amount at any time without penalty. Each 
master note agreement will be terminable by either party 
upon 30 days’ notice. 


Southern will employ the proceeds of the short-term bank 
and trust notes together with treasury funds, the make capi- 
tal contributions to Alabama, Georgia, Gulf and Mississippi, 
to pay such notes when due, and for other corporate pur- 
poses. The bank and trust notes to be issued purstsant to 
Southern’‘s proposals herein are expected to be retirec' fromm 
the proceeds of any sale of shares of Southern’s common 
stock or from internal cash resources. 


Fees and expenses incident to the proposed transactions are 
estimated to total $4,500, including legal fees of $2,090. 
Southern states that no State commission and n° fecdera! 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 2 Seem 


Southern requests authority to file certificates of notifica- 
tion under Rule 24 in respect of its herein proposed borrow- 
ings within 30 days after the end of.each calendar quarter. 


NOTICE IS FURTHER GIVEN that any interested mcrson 
may, not later than March 28, 1975, request in writ ; that 
a hearing be held on such matte, ste*ing the ne his 
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interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the ap- 
plication-declaration, as filed or as it may be amended, may 
be granted and permitted to become effective as provided 

in Rule 23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant exemp- 
tion from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appropri- 
ate. Persons who request a hearing or advice as to whether 

a hearing is ordered will receive any notices and orders is- 
sued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18845/March 3, 1975 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4545 
New York, New York 10020 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
One Woodward Avenue 
Detroit, Michigan 48226 


(70-5633) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF PROM- 
ISSORY NOTES TO BANKS BY HOLDING COMPANY, 

OF FIRST MORTGAGE PIPE LINE BONDS BY SUBSIDI- 
ARY COMPANY AT COMPETITIVE BIDDING, AND OF 
COMMON STOCK TO HOLDJNG COMPANY BY SUBSIDI- 
ARY COMPANY 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company (“American Natural”), a registered holding com- 
pany, and Michigan Wisconsin Pipe Line Company (‘Michi- 
gan Wisconsin”), a nonutility subsidiary company of Ameri- 
can Natural, have filed an application-declaration and amend- 
ments thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act’’), designating 
Sections 6(a), 6(b), 7, 9(a), 10, and 12(f) of the Act and 
Rules 43 and 50 thereunder as applicable to the proposed 
transactions. All interested persons are referred to the ap- 
»tica’ien-declaration, which is summarized below, for a 
comy, statement of the croposed transactions. 








Michigan Wisconsin proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the Act, 
$50,000,000 principal amount of its First Mortgage Pipe 
Line Bonds, % Series due 1995. The interest rate on the 
new bonds (which shall be a multiple of 1/8th of 1%) and 
the price to be received by Michigan Wisconsin for the new 
bonds (which price, exclusive of accrued interest, shall be 
not less than 98%% and not more than 101%% of the prin- 
cipal amount) are to be determined by competitive bidding. 
The new bonds will be issued under a Mortgage and Deed of 
Trust, dated as of September 1, 1948, between Michigan 
Wisconsin and First National City Bank, Trustee, as hereto- 
fore supplemented and as to be further supplemented by a 
Twenty-eighth Supplemental Indenture to be dated as of 
April 15, 1975, which includes a prohibition until April 15, 
1980, against refunding the new bonds with the proceeds of 
funds borrowed at a lower effective interest cost. A sinking 
fund will be commenced on April 15, 1980, to retire the 
issue by maturity. The Indenture provides that sinking fund 
payments shall be accelerated under certain circumstances 
relating to annual reports which are required to be submitted 
to the Indenture Trustees regarding estimated dates of ex- 
haustion of firm gas supply. It is stated that if Michigan Wis- 
consin determines, after discussions with the representatives 
of each of the bidding groups, that bonds of a shorter matur- 
ity should be offered for bidding, it will promptly notify the 
Commission and file an amendment to this application-de- 
claration. 


Michigan Wisconsin also proposes to sell, and American Na- 
tural proposes to acquire, up to an additional 300,000 
shares of Michigan Wisconsin’s common stock, par value 
$100 per share, for a cash consideration of up to $30,000,- 
000. Michigan Wisconsin proposes to amend its Certificate 
of Incorporation to increase its authorized capital stock 
from 3,025,000 to 3,325,000 shares. 


American Natural proposes to obtain the $30,000,000 re- 
quired to purchase the additional common stock of Michigan 
Wisconsin from borrowings under existing lines of credit 
which mature April 29, 1975 (File No. 70-5460). In addi- 
tion, American Natural proposes to enter into new lines of 
credit aggregating $60 million with three non-local commer- 
cial banks. The banks which will advance funds, and the re- 
spective commitment, are as follows: 


First National City Bank, New York, 





New York $25,000,000 
Manufacturers Hanover Trust Co., 
New York, New York 20,000,000 
The Chase Manhattan Bank, New 
York, New York 15,000,000 
$60,000,000 





Notes will be issued pursuant to the lines of credit in varying 
amounts commencing April 29, 1975, and from time to 
time thereafter as funds are required, and the proceeds there- 
from will be applied to the extent necessary to purchase the 
common stock of Michigan Wisconsin. Additional borrow- 
ings will be made to purchase the common stock of Ameri- 
can Natural subsidiaries for which authority will be request- 
ed by appropriate application. The American Natural notes 
may be prepaid at any time without penalty, will be dated 
as of the date of issuance, and will mature April 30, 1976. 
















































The applicable interest rate to be included in the new lines 
of credit, including a commitment fee, if any, is still being 
discussed with the banks, but the terms will result in an in- 
terest cost to American Natural not to exceed the prevail- 
ing prime rate plus compensating balances equal to 10% of 
the lines of credit and 10% of any borrowing thereunder. 
The terms of the loan also provide for interest to be pay- 
able at the end of each 90-day period subsequent to the date 
of the first borrowing and at maturity. Based upon the cur- 
rent prime rate of 82%, the effective cost of borrowing will 
be 10.63% per annum. 


The net proceeds from the proposed sale of the new bonds 
and common stock will be used to retire Michigan Wiscon- 
sin’s notes payable to banks outstanding under its $100,- 
000,000 line of credit at the date of sale (File No. 70-5526). 
At January 31, 1975, $33,000,000 of such notes were out- 
standing. The balance of the proceeds will be applied to- 
ward Michigan Wisconsin’s 1975 construction program, 
estimated at $125,000,000, and advance payments for gas. 


A statement of the fees, commissions, and expenses incur- 
red or to be incurred in connection with the proposed trans- 
actions will be supplied by amendment. It is stated that no 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 25, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he de- 
sires to controvert; or he may request that he be notified 

if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants-declar- 
ants at the above-stated addresses, and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the application-declaration, as amended or as it may be fur- 
ther amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18846/March 4, 1975 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 
New York, New York 10002 


(70-5628) 


NOTICE OF PROPOSED AMENDMENT OF ARTICLES 
OF INCORPORATION TO INCREASE AUTHORIZED 
SHARES OF COMMON STOCK AND PROPOSED SOLI- 
CITATION OF PROXIES 


NOTICE IS HEREBY GIVEN that Allegheny Power System, 
Inc. (“Allegheny”), a registered holding company, has filed 
a declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 7, and 12(e) of the Act and Rules 61 and 62 
promulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the declara- 
tion, which is summarized below, for a complete statement 
of the proposed transactions. 


Allegheny proposes to amend its charter to increase the 
number of shares of its common stock, par value $2.50, 
which Allegheny is authorized to issue from 30,000,000 

to 40,000,000 shares. Allegheny presently has outstanding 
27,292,231 ‘shares of common stock. It is stated that con- 
struction expenditures by the major electric utility subsidi- 
ary companies of Allegheny in the years 1975, 1976 and 
1977 are estimated to aggregate over $790,000,000 and that 
in connection therewith it may be necessary for Allegheny 
to invest up to $206,000,000 in the common equities of 
those subsidiary companies. Such funds, or a substantial 
portion thereof, are to be obtained through the issuance and 
sale of Allegheny’s common stock. 


The proposed amendment to the charter is to be submitted 
to Allegheny stockholders at their annual meeting to be 
held on May 8, 1975. Approval of the charter amendment 
requires the affirmative vote of the holders of a majority 

of the shares of common stock outstanding. An election for 
directors of Allegheny wil! also be conducted at the annual 
meeting. Allegheny proposes to solicit proxies from its com- 
mon stockholders to obtain the requisite approval of the pro- 
posed charter amendment, to elect directors and to act upon 
any other matters which may properly come before the 
annual meeting. 


Fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $13,500. It is stated 
that no state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 28, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issue of fact 
or law.raised by said declaration which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
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quest. At any time after said date, the declaration, as it may 
be amended, may be permitted to become effective as pro- 
vided in Rules 23 and 62 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
lif ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18847/March 5, 1975 


In the Matter of 


THE NARRAGANSETT ELECTRIC COMPANY 
Providence, Rhode Island 02901 
(70-5609) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


The Narragansett Electric Company (‘‘Narragansett’’), an 
electric utility subsidiary company of New England Electric 
System (““NEES”), a registered holding company, has filed 
an application and amendments thereto with this Commis- 
sion pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (““Act’’) and Rules 42 and 50 promul- 
gated thereunder regarding the following proposed trans- 
action. 


Narragansett proposes to issue and seli $15,000,000 aggre- 
gate principal amount of its First Mortgage Bonds, Series L, 
%, to mature in not more than 30 years from March 1, 

1975. Such bonds will be sold pursuant to the competitive 
bidding requirements of Rule 50 and the interest rate (which 
shall be a multiple of 1/8 of 1%) and the price exclusive of 
accrued interest (which shall be not less than 100% nor 
more than 102.75% of the principal amount) will be deter- 
mined by competitive bidding. The bonds will be issued 
under the First Mortgage Indenture and Deed of Trust dated 
as of September 1, 1944, between Narragansett and Rhode 
Island Hospital Trust National Bank, Trustee, as heretofore 
supplemented and amended and as to be further supple- 
mented by an eleventh Supplemental Indenture to be dated 
as of March 1, 1975. Narragansett sha!l notify prospective 
bidders no later than the second full business day prior to 
the time designated for the submission of bids of (i) the ma- 
turity date of the bonds and (ii) whether or not the ponds 
shall be redeemable during the first five years of their term 
in connection with a refunding of the bonds at a lesser effec- 
tive interest cost to Narragansett. 


The proceeds from the sale of the bonds will be applied to 
the payment of $7,500,000, Series H Bonds, 812%, matur- 
ing April 1, 1975 and to the payment of outstanding short 
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stated address, and proof of service (by affidavit or, in case of term notes payable which were issued to pay for capitali- 
an attorney at law, by certificate) should be filed with the re- 


zable expenditures or to reimburse the treasury therefor. 


The Department of Business Regulation of Rhode Island has 
authorized the issue and sale of the bonds, and no other 
state commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 
The fees and expenses to be paid by Narragansett are esti- 
mated at $85,000, including service fees, at cost, of New Eng- 


land Power Service Company, a wholly-owned subsidiary com- 


pany of NEES, of $30,000. The fees of counsel for the under- 
writers, to be paid by the successful bidders, are estimated 
at $15,900. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18788), and no 
hearing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are necessary; 
and that it is appropriate and in the public interest and in 
the interest of investors and consumers that said application, 
as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as amend- 
ed, be, and it hereby is, granted forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 188428/March 6, 1975 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P.O. Box 1631 

Wilmington, Delaware 19899 

(70-5623) 


NOTICE OF PROPOSED AMENDMENT TO CERTIFI- 
CATE OF INCORPORATION TO INCREASE AUTH- 
ORIZED COMMON STOCK; ORDER AUTHORIZING 
SOLICITATION OF STOCKHOLDERS’ PROXIES 


NOTICE iS HEREBY GIVEN that Central and South West 
Corporation (“Central’’), a registered holding company, has 
filed a declaration, and an amendment thereto, with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”) designating Sections 6, 7 and 
12(e) of the Act and Rule 62 promulgated thereunder as 
applicable to the proposed transaction. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transaction. 


Central proposes to amend its Certificate of Incorporation 
(“charter’’) to increase its authorized common stock from 
51,500,000 shares to 56,500,000 shares, par value $3.50 
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per share. Central presently has 51,417,892 shares of its 
common stock issued and outstanding. It is stated that Cen- 
tral’s Board of Directors believes it will be necessary that 
Central sell additional shares within the next two years to 
help finance planned construction expenditures of Central’s 


subsidiaries while maintaining proper capital ratios. Construc- 


tion expenditures by Central‘s subsidiaries are estimated at 
approximately $863,800,000 for 1975-1977. 


The proposed charter amendment is to be submitted to Cen- 
tral stockholders at the annual meeting to be held on April 
17, 1975. Approval of the charter amendment requires the 
affirmative vote of the holders of a majority of the shares of 
common stock outstanding. Central proposes to solicit prox- 
ies from its common shareholders to obtain the requisite 
approval of the proposed charter amendment, to elect direc- 
tors, to approve the appointment of Central's auditors and 
to act upon any other matters which may properly come be- 
fore the annual meeting. 


Fees and expenses to be paid by Central in connection with 
the proposed transaction will be supplied by amendment. 

It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person, 
may, not later than April 4, 1975, request in writing that a 
hearing be held on such matter stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from the 
point of mailing) upon the declarant at the above-stated ad- 
dress, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as amend- 
ed, or as it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


It appearing to the Commission that the declaration, inso- 
far as it proposes the solicitation of proxies from Central's 
common stockholders, should be permitted to become 
effective forthwith pursuant to Rule 62: 


IT IS ORDERED that the declaration regarding the pro- 
Posed solicitation of proxies of Central’s common stock- 
holders be, and it hereby is, permitted to become effective 
forthwith pursuant to Rule 62 and subject to the terms 
and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18849/March 6, 1975 


See Securities Act Release No. 5573/March 6, 1975. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8695/February 28, 1975 


In the Matters of 


CNA MANAGEMENT CORPORATION, 
MANHATTAN FUND, INC., 
HEMISPHERE FUND, INC., 

LIBERTY FUND, INC., FUNDEX, INC., 
SCHUSTER FUND, INC. 

245 Park Avenue 

New York, New York 10017 

(812-3736) 


CNA-LARWIN ADVISORS, INC. 

16255 Ventura Boulevard 

Encino, California 91316 

CNA-LARWIN INVESTMENT COMPANY 
9100 Wilshire Boulevard 

Beverly Hills, California 90212 

(812-3746) 


PRO SERVICES, INC. 

PRO FUND, INC. 

PRO INCOME FUND, INC. 

Valley Forge Colony Office Building 
Valley Forge, Pennsylvania 
(812-3731) 


NATIONAL INDUSTRIES FUND, INC. 
NIF MANAGEMENT CO., INC. 
INVERNESS COUNSEL, INC. 

1800 Century Park East 

Los Angeles, California 90067 
(812-3734) 


CNA MANAGEMENT CORPORATION 
THE KNICKERBOCKER FUND 
KNICKERBOCKER GROWTH FUND 
245 Park Avenue 

New York, New York 10017 
(812-3726) 


CONSOLIDATED NOTICE OF APPLICATIONS PUR- 
SUANT TO SECTION 6(c) FOR EXEMPTION FROM 


PROVISIONS OF SECTIONS 15(a) AND (c) OF THE 


ACT 


NOTICE IS HEREBY GIVEN of the filing of the follow- 
ing applications pursuant to Section 6(c) of the Investment 
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Company Act of 1940 (“Act”) for temporary exemption 
from the provisions of Section 15(a) and (c) of the Act: 
(1) by Manhattan Fund, Inc., Hemisphere Fund, Inc., Liber- 
ty Fund, Inc., Fundex Inc., registered under the Act as open- 
end diversified investment companies, Schuster Fund, Inc., 

a registered open-end non-diversified investment company 
and CNA Management Corporation, filed on November 22, 
1974, and amended on February 3, 1975; (2) by The 
Knickerbocker Fund and Knickerbocker Growth Fund, 

inc., both registered open-end diversified investment com- 
panies, and CNA Management Corporation, filed on Decem- 
ber 9, 1974, and amended on February 3, 1975; (3) by Pro 
Fund, Inc., and Pro Income Fund, Inc., registered open-end 
diversified investment companies and Pro Services, Inc., 

filed on December 2, 1974; (4) by National Industries Fund, 
a registered open-end diversified investment company, NIF 
Management and Inverness Counsel, Inc., filed on December 
6, 1974; and (5) by CNA-Larwin Investment Company, a 
registered closed-end diversified investment company and 
CNA-Larwin Advisors, Inc., filed on January 6, 1975, and 
amended on February 14, 1975. All of the above compan- 
ies are hereinafter collectively referred to as “Applicants”, 
and the registered investment companies are collectively 
referred to as “Funds”. Each Applicant which is not a Fund 
is an investment adviser to one or more of the Funds. All in- 
terested persons are referred to the applications on file with 
the Commission, for statements of the representations con- 
tained therein which are summarized below. 


Each of the Funds is a party to an investment advisory 
agreement with one of the aforementioned investment advis- 
ers (hereinafter “advisers”). Each adviser is a wholly owned 
subsidiary of CNA Financial Corporation (“CNA”). 


On November 11, 1974, Loews Corporation (“Loews”) 
made an offer to purchase at least 20,000,000 shares of 
CNA voting stock, if such shares were tendered by 4:00 p.m. 
Chicago time on November 26, 1974. The offer terminated 
on that date and Loews announced that more than 20,000,- 
000 shares of CNA voting stock were tendered and would 

be purchased by Loews. Loews also agreed to purchase for 
$25,000,000 a new series of CNA convertible preferred 
stock. These transactions resulted in Loews ownership of 
approximately 56.6% of CNA‘s outstanding voting stock. 


Section 2(a)(4) of the Act defines “assignment” to include 
any direct or indirect transfer of a controlling block of the 
assignor’s outstanding voting securities by a security hold- 

er of the assignor. 


Section 15(a) of the Act provides, among other things, that 
it shall be unlawful for any Person to serve or act as an in- 
vestment adviser of a registered investment company except 
pursuant to a written contract which has been approved by 
the vote of a majority of the outstanding voting securities 
of such registered investment company, and requires that 
such written contract provide for its automatic termination 
in the event of its assignment. Section 15(c) of the Act pro- 
hibits any registered investment company having a board of 
directors from entering into, renewing or performing any 
contract or agreement whereby a person undertakes to serve 
as an investment adviser of the company unless such con- 
tract or agreement has been approved by a vote of a major- 
ity of directors who are not parties to such agreement or 
contract or interested persons of any such party. 
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Applicants state that the Boards of Directors of the Funds, 
including a majority of those persons who are not interested 
persons, held meetings at which they approved the continua- 
tion of the agreements in view of the conclusion by the 
members of each of the Boards that control of CNA by 
Loews did not presently appear to have a detrimental effect 
upon the ability of the adviser subsidiaries to provide ser- 
vices under the agreements. 


The Applicants request an order of temporary exemption, 
commencing at the time of the termination of the agree- 
ments, from-Section 15(a) and (c) to permit the advisers to 
continue to furnish services to the Funds under the existing 
agreements until such time as the Funds seek shareholder 
approval of new advisory agreements. Applicants state that 
the compensation payable to the adviser from the date of 
termination of the agreement to the shareholder meetings 
of each Fund is to be the lesser of the fee specified in each 
agreement or cost. Each Fund, in addition, undertakes, if 
the exemptive order is granted, to submit to shareholders 

at the aforementioned sharehoider meetings the question 

of ratification of the payment of the full contract fees to 
the adviser during the period of exemption. Manhattan Fund 
proposes to solicit the requisite shareholder approval at the 
annual meeting to be held on March 19, 1975. Hemisphere, 
Liberty, and Fundex propose to solicit approval at meet- 
ings to be held on March 24, 1975, and Schuster Fund pro- 
poses to solicit approval at the annual meeting scheduled 
for March 25, 1975. Knickerbocker Fund and Knickerbocker 
Growth Fund intend to seek shareholder approval at meet- 
ings to be held on March 19, 1975.CNA-Larwin Investment 
Company proposes to solicit approval at meetings to be held 
in March, 1975, as do Pro Income Fund and National Indus- 
tries Fund. Pro Fund shareholders approved the new advis- 
ory agreement at a meeting held on December 18, 1974. 


Applicants have submitted that the granting of the applica- 
tion is necessary and appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act for 
among others, the following reasons: 


1. The continuation of the investment advisory agreements 
with the advisers on the same basis during the limited period 
of time of the exemption would eliminate the possibility 
that the Funds, which do not have any independent invest- 
ment research and management capability or housekeeping 
personnel, might be adversely affected during a period when 
they might otherwise be deemed to be operating without 
investment advisory agreements. 


2. The offer of Loews to obtain control of CNA appears 
not to have been made for the prime purpose of acquiring 
control of the adviser subsidiaries of CNA and terminating 
the agreements but rather such termination was an inciden- 
tal effect of an offer having other objectives. 


3. The Funds understand at this time that the transfer of 
control of CNA to Loews will not involve any fundamental 
change in the operation or personnel of the CNA adviser 
subsidiaries. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or unconditional- 
ly exempt any person, security or transaction from any pro- 
vision of the Act or of any rule or regulation thereunder, if 
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and to the extent that such exemption is necessary or ap- 
propriate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 24, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon Appli- 
cants at the addresses stated above. Proof of service (by affi- 
davit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the applications herein 
will be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission’s own motion. Persons who request 

a hearing or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in the matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8696/February 28, 1975 


In the Matter of 


CONTINENTAL ASSURANCE COMPANY 

SEPARATE ACCOUNT (B), CNA INCOME SHARES, INC. 
AND CONTINENTAL ASSURANCE COMPANY 

CNA PLAZA 

Chicago, Illinois 60685 

(812-3738) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM THE PRO- 
VISIONS OF SECTION 15(a), (b) AND (c) OF THE ACT 


NOTICE IS HEREBY GIVEN that Continental Assurance 
Company Separate Account (B) (““Separate Account 

(B)”), an open-end diversified investment company regis- 
tered under the Investment Company Act of 1940 (““Act’’) 
and CNA Income Shares, Inc. (“Income Shares”’), a closed- 
end diversified investment company registered under the 
Act (collectively the ‘““Funds’’), and Continental Assurance 
Company (“CAC”), investment adviser to each of the Funds 
and principal underwriter for Separate Account (B), filed 
an application on December 13, 1974, and an amendment 
thereto on February 10, 1975, pursuant to Section 6(c) of 
the Act for an order of exemption from the provisions of 
Section 15(a), (b) and (c) of the Act. (The Funds and CAC 


are hereinafter collectively called ““Applicants.”) All inter- 
ested persons are referred to the application on file with 
the Commission for a statement of the representations con- 
tained therein which are summarized below. 


CAC is a wholly-owned subsidiary of CNA Financial Corpor- 
ation (“CNA”), a holding company with insurance and other 
financially oriented interests. On November 11, 1974, 
Loews Corporation (“Loews”), made a tender offer for the 
purpose of obtaining control of CNA. The tender offer ex- 
pired on November 26, 1974, and, on November 27, 1974, 
it was announced that Loews would purchase 20,000,000 
shares of CNA voting stock which had been tendered and 

an additional block of preferred stock, and that these pur- 
chases would give Loews voting control of CNA. 


Section 15(a) of the Act provides, among other things, that 
it shall be unlawful for any person to serve or act as an in- 
vestment adviser of a registered investment company except 
pursuant to a written contract which has been approved by 
the vote of a majority of the outstanding voting securities 
of such registered investment company, and requires that 
such contract provide for its automatic termination in the 
event of its assignment. Section 15(b) of the Act provides 
that it shall be unlawful for any registered open-end com- 
pany to offer for sale, sell, or deliver after sale any security 
of which such company is the issuer, except pursuant to a 
written contract which has been approved by the board of 
directors or by a vote of a majority of the outstanding vot- 
ing securities of such company and which provides for its 
automatic termination in the event of its assignment. Sec- 
tion 15(c) of the Act prohibits any registered investment 
company having a board of directors from entering into, re- 
newing or performing any contract or agreement whereby 
a person undertakes regularly to serve or act as investment 
adviser of or principal underwriter for such company, un- 
less such contract or agreement has been approved by the 
vote of a majority of directors who are not parties to such 
agreement or contract or interested persons of any such par- 
ty. Section 2(a)(4) of the Act defines “‘assignment” to in- 
clude the direct or indirect transfer of a contract or a con- 
trolling block of the assignor’s outstanding voting securities 
by a security holder of the assignor. Loews’ offer to pur- 
chase indicated that if Loews acquired control of CNA pur- 
suant to the offer the investment advisory agreements of 
CNA’s subsidiaries would terminate. Applicants state that 
the consummation of the purchases of CNA stock announ- 
ced on November 27, 1974, confers upon Loews voting con- 
trol of CNA and terminates the investment advisory con- 
tracts between CAC and the Funds and the underwriting 
agreement between CAC &nd Separate Account (B). 


The Board of Directors of income Shares and the Commit- 
tee of Separate Account (B), including a majority of those 
persons who are not interested persons of the Funds or of 
CAC unanimously concluded at meetings held on Decem- 

ber 5, 1974 and December 6, 1974, respectively, that con- 
trol of CNA by Loews would not have a detrimental effect 
on the ability of CAC to provide services to the Funds and 
that the continuation of the agreements would serve the 

best interests of stockholders of both Funds. The Committee, 


‘including a majority of those persons on the Committee who 


are not interested persons of the Funds or CAC approved 
the underwriting agreement on the same terms as prior to 
its assignment. The applicants represent that the Board and 
the Committee further approved the submission of the in- 
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vestment advisory agreements to the shareholders at meet- 
ings which are presently scheduled no later than the end of 
March, 1975. 


Applicants seek an exemption to permit CAC to serve as in- 
vestment adviser to the Funds from the date of Loews’ as- 
sumption of control of CNA until the annual meetings of 
stockholders of Income Shares and Separate Account B, on 
March 21, 1975, and March 24, 1975, respectively, under 
the agreements existing just prior to the date of the transfer 
of control of CNA to Loews; and to permit CAC to serve as 
principal underwriter for Separate Account (B) for the time 
from the change in control of CNA until December 6, 1974, 
on the same terms as those under the previously existing 
agreement. At such meetings, shareholders will also be asked 
to approve the payment to the investment advisers of the 
full fee specified in the agreements, for the period during 
which the contracts were not in effect. 


Applicants have submitted that the granting of the applica- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act for, 
among others, the foilowing reasons: 


1. The Funds have no independent investment research or 
management capability. 


2. The Funds understand at this time that control of CAC 
by Loews does not involve a fundamental change in CAC 
or its ability to perform under the agreements in the next 
several months. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or unconditional 
ly exempt any person, security or transaction from any pro- 
vision of the Act if and to the extent that such exemption 
is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 24, 1975 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interests, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the: Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 

D. C. 20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon Appli- 
cants at the address stated above. Proof of service (by affi- 
davit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations under the Act, 

an order disposing of the application herein will be issued 
as of course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered, will receive any no- 
tices and orders issued in the matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
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agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8697/February 28, 1975 


In the Matter of 


PIONEER FUND, INC. 

28 State Street 

Boston, Massachusetts 02109 
(812-3732) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING FROM SECTION 22(d) THE SALE BY AN 
OPEN-END COMPANY OF ITS SECURITIES AT OTHER 
THAN THE PUBLIC OFFERING PRICE 


On February 7, 1975 a notice was issued (Investment Com- 
pany Act Release No. 8667) of an application filed on De- 
cember 9, 1974, and amended on January 14, 1975 and Jan- 
uary 29, 1975, by Pioneer Fund, Inc. (““Applicant’’), a 
Massachusetts corporation registered under the Investment 
Company Act of 1940 (the “‘Act”) as an open-end diversi- 
fied management investment company, for an order pursu- 
ant to Section 6(c) of the Act exempting from the provisions 
of Section 22(d) a transaction in which Applicant’s redeem- 
able securities will be issued at a price other than the cur- 
rent public offering price described in the prospectus in ex- 
change for substantially all of the assets of Munoz Corpora- 
tion (“Munoz”). 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as a matter of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of invest- 
ors and the purposes fairly intended by the policy and pro- 
visions of the Act. 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
the issuing of shares, by Applicant, of its redeemable com- 
mon stock without sales charges, and thus at a price other 
than the current public offering price described in the pro- 
spectus of Applicant, in exchange for substantially all of 
the assets of Munoz be, and is hereby, exempted from the 
provisions of Section 22(d) effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8698/February 28, 1975 


In the Matter of 
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THE MUNICIPAL INCOME FUND, 
FIRST INSURED DISCOUNT SERIES 
AND SUBSEQUENT SERIES 


and 


MERRILL LYNCH, PIERCE, FENNER & SMITH 
INCORPORATED 

One Liberty Plaza 

165 Broadway 

New York, New York 10006 

(812-3712) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTION 14(a) OF 
THE ACT AND RULES 19b-1 and 22c-1 UNDER THE 
ACT 


On January 31, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8658) of an application filed on Octo- 
ber 24, 1974 and amended on December 10, 1974, Decem- 
ber 16, 1974 and January 28, 1975, by Municipal Income 
Fund, First Insured Discount Series (the ““Fund”) and Sub- 
sequent Series (together with the First Insured Discount 
Series the “Funds”’), registered under the Investment Com- 
pany Act of 1940 (the ““Act”’) as unit investment trusts, 
and its sponsor, Merrill Lynch, Pierce, Fenner & Smith In- 
corporated (“Sponsor”), (collectively the “Applicants’’) 

for an order pursuant to Section 6(c) of the Act exempting 
the Funds from the provisions of Section 14(a) of the Act 
and the provisions of Rule 19b-1 under the Act and ex- 
empting the Sponsor from the provisions of Rule 22c-1, 
under the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated in the application unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemptions is necessary or appro- 
priate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the public offering by the Funds and the Sponsor of Units 
of the Funds without $100,000 worth of such Units being 
sold to 25 or fewer investors be, and is hereby, exempted 
from the provisions of Section 14(a) of the Act effective 
forthwith; and 


IT iS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the monthly distribution of capital gains by 
the Funds be, and is hereby exempted from the provisions 
of Rule 19b-1 under the Act effective forthwith; and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the secondary market operations of the Spon- 
sor involving repurchases and resale of the redeemable Units 
at prices determined through ane valuation made on the last 
business day of the week prior to the week in which such 
secondary market transactions occur be, and is hereby, ex- 
empted from the provisions of Rule 22c-1 under the Act 


( effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8699/March 3, 1975 


In the Matter of 


KNOWLEDGE COMMUNICATION FUND, INC. 
and 


OHIO CAPITAL FUND, INC. 
51 North High Street 
Columbus, Ohio 43215 
(812-3751) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE ACT FOR EXEMPTION FROM SECTION 
17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Knowledge Communica- 
tion Fund, Inc. (“KCF*’) and Ohio Capital Fund, Inc. 
(“OCF”) (hereinafter collectively referred to as “Appli- 
cants”), each an Ohio corporation and each registered under 
the Investment Company Act of 1940 (“Act”) as a diversi- 
fied, open-end management investment company, filed an 
application on January 16, 1975, for an order pursuant to 
Section 17(b) of the Act exempting from the provisions of 
Section 17(a) of the Act, the transactions incident to the 
proposed merger of OCF with and into KCF. All interested 
persons are referred to the application on file with the Com- 
mission for a statement of the representations contained 
therein which are summarized below. 


The application states that KCF continuously offers its 
shares to the public and OCF does not, having been organ- 
ized as an exchange type fund. OCF acquired its initial port- 
folio in exchange for shares of common stock issued by it; 
after the initial public offering it made no further offerings 
to the public. Both ICF and OCF are managed by The Ohio 
Company pursuant to substantially identical investment ad- 
visory agreements. 


Section 17(a) of the Act, as here pertinent, prohibits an 
affiliated person of a registered investment company from 
selling to or purchasing from such registered company any 
securities or other property. However, the Commission, 
upon application pursuant to Section 17(b), may grant an 
exemption from the provisions of Section 17(a) after find- 
ing that the terms of the proposed transaction, including 
the consideration to be paid or received, are reasonable and 
fair and do not involve overreaching on the part of any per- 
son concerned and that the proposed transaction is con- 
sistent with the policy of such investment company and 
with the general purposes of the Act. 


The Boards of Directors of KCF and OCF have approved an 
Agreement of Merger (“Merger Agreement’) whereby OCF 
is to be merged with and into KCF. The Merger Agreement 
is subject to various conditions precedent, which include, 
among others, approval of such Merger Agreement by share- 
holders of each of the constituent corporations entitled to 
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exercise a majority of the voting power on such proposal 
and receipt from the Commission of an order exempting 
the transactions incident to such merger from the provi- 
sions of Section 17(a) of the Act. 


The Merger Agreement provides for an exchange of shares 
of OCF for shares of KCF based on the respective net asset 
values of such shares computed as of the effective date of 
the merger, subject, however, to an adjustment to the re- 
spective net asset values of the funds as of such date, based 
on a formula creating a 6-1/2% adjustment with respect to 
the change in interest in the net unrealized appreciation or 
depreciation in assets and a 10% adjustment in the change 
in interest of net realized losses or undistributed gains. Such 
formula is intended to recognize, and allocate a reasonable 
measure of value to, the disproportion in net unrealized ap- 
preciation or depreciation in assets of, and in net realized 
losses or net realized but undistributed gains of Applicants. 


On November 30, 1974, the unadjusted net asset values of 
KCF and OCF were $2,020,221 and $7,564,996, respecti ve- 
ly, with net asset values per share for shares of common 
stock, respectively, of $4.17 and $20.28. At that date, the 
unaudited net unrealized depreciation in the assets of KCF 
was $2,112,379 and the net unrealized appreciation in as- 
sets of OCF was $3,620,154. The unaudited net realized loss 
carry forwards for KCF and OCF were $482,705 and $968, 
respectively. Had the effective date of the merger beer on 
such date, application of the above formula would have ad- 
justed net asset values of Applicants to $2,216,260 and 
$7,369,957, respectively, with net asset values per share of 
$4.58 and $19.75. Each share of OCF would have been ex- 
changed for 4.312 shares of KCF. 


In support of the application it is stated that the Merger 
Agreement is fair and reasonable to all parties concerned; 
that the merger will result in a larger fund, without the pay- 
ment of brokerage commissions; and that the proposed mer- 
ger is expected to result in modest economies of operations 
in the areas of printing, legal and auditing services. 


The application states further that the proposed merger will 
be consistent with the policies of KCF and OCF since the 
Merger Agreement provides that certain policies of KCF with 
respect to concentration of investments in particular indus- 
tries and with respect to type of securities in which KCF 
may invest will be amended and that in all other respects the 
policies of KCF and OCF presently are consistent. The ap- 
plication further states that the proposed merger is consis- 
tent with the purposes of the Act. 


NOTICE iS FURTHER GIVEN, that any interested person 
may, not later than March 27, 1975, submit to the Commis- 
sion in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the 
reason for such request, and the issues of fact or law propos- 
ed to be controverted, or he may request that he be notified 
if the Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549, A 
copy of such request shall be served personally or by mail 
(air mail if the person being served is located more than 500 
miles from the point of mailing) upon Applicants at the ad- 
dress stated above. Proof of such service (by affidavit, or in 
case of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
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of the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following said date, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8700/March 3, 1975 


In the Matter of 


THE GUARDIAN INSURANCE & ANNUITY 
COMPANY, INC. 

THE GUARDIAN VARIABLE ACCOUNT 1 

THE GUARDIAN VARIABLE ACCOUNT 2 

GLICOA ASSOCIATES, INC. 

201 Park Avenue South 

New York, New York 10003 

(812-3741) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF Ex- 
EMPTION FROM THE PROVISIONS OF SECTION 22(d) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that The Guardian Insurance 
& Annuity Company, Inc. (“Guardian”), a stock life insur- 
ance company organized under the laws of Delaware and a 
wholly-owned subsidiary of The Guardian Life Insurance 
Company of America (“Guardian Life’), The Guardian Var- 
iable Account 1 (““VA-1") and The Guardian Variable Ac- 
count 2 (““VA-2”), separate accounts of Guardian registered 
as unit investment trusts under the Investment Company 
Act of 1940 (the ““Act’’), and GLICOA Associates, Inc. 
(“GLICOA”), a wholly-owned subsidiary of Guardian Life 
and the principal underwriter of VA-1 and VA-2 (collec- 
tively referred to as Applicants”), filed an application on 
December 16, 1974, and amendments thereto on January 
27, 1975 and February 27, 1975, pursuant to Section 6(c) 
of the Act, for an order of the Commission exempting Ap- 
plicants from Section 22(d) of the Act to the extent specifi- 
fied therein. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of the 
representations therein which are summarized below. 


VA-1 and VA-2 were established by Guardian as facilities 
for the public offering of individual and group variable an- 
nuity contracts. VA-1 is used for purchasers who are quali- 
fied for special tax treatment under Sections 401 or 403(b) 
of the Internal Revenue Code, and VA-2 for purchasers who 
are not so qualified for special tax treatment. The contracts 
are sold only by persons who are registered representatives 
of GLICOA, a registered broker-dealer under the Securities 
Exchange Act of 1934, and also insurance agents or brokers 
for Guardian. The assets of VA-1, $750,337, as of June 30, 
1974, and VA-2, $249,393, as of June 30, 1974, are in- 




















vested exclusively in shares of The Guardian Park Ave. Fund, 
Inc., a registered, open-end, investment company managed 
by GLICOA. 


At the present time, the individual and the group deferred 
variable annuity contracts available through VA-1 and VA-2 
provide only for the accumulation of the net consideration 
paid by contractholders in the respective separate accounts. 


Applicants propose to issue deferred variable annuity con- 
tracts with an option whereby a part of the net considera- 
tion being paid by the contractholder may be accumulated 
in the general account of Guardian at a guaranteed minimum 
rate of interest. At the discretion of Guardian, the rate of 
interest credited may be increased from time to time. 


Applicants also propose to issue contracts which will also 
permit, on contract anniversaries, the transfer of amounts 
accumulated in the fixed interest account maintained in 
Guardian’s general account to the separate account and vice 
versa, without the imposition of additional sales charges. 


Deductions for sales and administrative expenses upon the 
purchase of a group or individual deferred variable annuity 
contract vary with the amount of the payment and of pre- 
vious payments. However, in determining the applicable de- 
duction when an additional payment is made under an in- 
dividual contract, the amount of the payment is considered 
the sum of such payment plus the present value of previous 
payments and if the individual contract owner is entitled 

to a reduced percentage deduction in connection with such 
a payment, the applicable percentage deduction applies to 
the total amount of money then being paid and not just to 
that portion of the payment which exceeds the breakpoint. 


Applicants further propose to change the scale of deductions 
for sales and administrative expenses on future individual 
contracts by considering the amount of payment to be the 
sum of present payment plus the totai of all previous pay- 
ments (not their present value) less any amounts withdrawn 
and by subjecting to the lower deductions only that portion 
of a payment that exceeds the respective breakpoint. 


Section 22(d) of the Act provides, in pertinent part, that no 
registered investment company, or principal underwriter 
thereof, shall sell any redeemable security issued by such 
company to any person except at a current public offering 
price described in the prospectus. 


Applicants request an exemption from Section 22(d) of the 
Act to the extent necessary to permit with respect to future 
contracts issued by the separate accounts (1) deductions for 
sales and administrative expenses to be based upon the aggre- 
gate amount of payments made under the contracts regard- 
less of whether they are credited to the separate accounts or 
to the general account of the company, (2) transfers to be 
made on contract anniversary dates between the respective 
separate accounts and the general account and vice versa, 
without any additional sales or administrative charges, (3) 

the amount of the payment, in determining the applicable 
deduction for sales and administrative costs when an addi- 
tional payment is made under an individual contract, to be 
considered the sum of the payment plus the total of all pre- 
vious payments less any amounts withdrawn, (4) lower de- 
ductions for sales and administration costs on larger payments 
to be applicable only to the amounts by which the payments 





are in excess of the respective breakpoints, and (5) experi- 
ence rating under the group variable annuity contracts. 


The application states that the addition of the option, where- 
by a part of the net considerations paid by contractholders 
may be accumulated in the fixed account, is intended to per- 
mit contractholders to use their own judgment concerning 
whether and in what proportion they wish their net consid- 
eration to be accumulated in a fixed account at a guaranteed 
minimum rate of interest or in a separate account. It is Ap- 
plicant’s intention to make the same charge for sales and ad- 
ministrative expenses, and pay the same compensation to 
the agent, regardless of the proportion of the consideration 
accumulated in the separate account. Therefore, Applicants 
assert, that with respect to the issuance of units in a separate 
account upon the transfer by a contractholder of funds from 
Guardian’s general account, such units should be issued with- 
out any additional charges for sales or administrative expen- 
ses since such a charge would have been imposed on the ori- 
ginal purchase payment. 


In support of the proposed changes in the scale of deductions 
for sales and administrative expenses on individual contracts, 
Applicants represent that the present scale of deductions on 
individual contracts may, in a time of declining markets, re- 
sult in a subsequent payment being subject to a higher deduc- 
tion for sales and administrative expenses than a previous 
payment and may cause an investor who invests an amount 
less than the breakpoint to pay a larger commission in abso- 
lute dollars than an investor who invests an amount above 
the breakpoint. Applicants assert the proposed changes will 
establish a uniformity between the schedules of deductions 
for group and individual contracts and will eliminate the un- 
desired consequences of the present individual contracts’ 
schedule of deductions. 


Since Guardian is a stock company and not a mutual com- 
pany, all of its contracts, individual and group, are issued on 
a nonparticipating basis. Applicants assert that the industry 
practice is to provide for experience ratings when group con- 
tracts are issued on a nonparticipating basis by stock com- 
panies. Applicants state that where the groups are sufficient- 
ly large, the level of administrative expenses and mortality 
claims may permit Guardian to grant an experience rating 
applicable to future payments. Such ratings would be de- 
termined in a non-discriminatory manner on the basis of 
Past experience. Since Guardian has not as yet issued any 
group contracts which provide for an experience rating and 
since a considerable period of time and volume of experience 
must accumulate in orderito determine experience ratings, 
no decision has been made as to the form in which these rat- 
ings will be calculated or applied. Among the possible meth- 
ods of crediting experience ratings are (a) a reduction of the 
charges for sales and administrative costs in the ensuing year 
to reflect lower expenses and mortality costs than originally 
provided for, or (b) the crediting of additional accumulation 
units or annuity units to reflect such savings. Whatever meth- 
od is chosen by Guardian in the future for the crediting of 
such experience ratings on group contracts, Applicants re- 
present that the crediting of such ratings will be done in a 
non-discriminatory manner, on an equitable basis, and in a 
way which does not dilute existing accumulation or annuity 
unit values. Guardian asserts that if, for example, method 
(b) is chosen the additional units would be credited through 
the transfer of funds from Guardian’s general account to 

the separate account in order to avoid any dilution of exist- 
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ing unit values. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion, by order upon application, may conditionally or un- 
conditionally exempt any person, security or transaction, or 
any class or classes of persons, securities, or transactions, 
from any provision of the Act, if and to the extent such ex- 
emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 


poses fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 28, 1975 at 5:30 p.m., submit 

to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the appli- 
cation will be issued as of course following March 28, 1975, 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is order- 
ed, will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8701/March 4, 1975 


In the Matter of 


FEDERAL STREET FUND, INC. 
225 Franklin Street 

Boston, Massachusetts 02110 
(812-3754) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE ACT FOR AN ORDER EXEMPTING PRO- 
POSED TRANSACTION FROM SECTION 17(a) OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Federal Street Fund, 
Inc. (“Applicant”), a diversified, open-end management 
investment company registered under the Investment Com- 
pany Act of 1940 (“Act”), filed an application on January 
27, 1975, pursuant to Section 17(b) of the Act for an order 
of exemption from Section 17(a) of the Act to permit a 
Trust under the will of Joseph F. Cullman, Jr., Joseph F. 
Cullman 3rd, Hugh Cullman and Nan O. Cullman as Custo- 
dian for Alexandra M. Cullman (“Cullman Redeeming 
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Stockholders”) to tender shares of Applicant for redemption 
in kind. All interested persons are referred to the application 
on file with the Commission for a statement of the represen- 

tations contained therein, which are summarized below. @ 8 


Applicant was incorporated under the laws of Massachusetts 
and was created as a so-called ““exchange-type” fund. Except 
for shares offered to the stockholders of The Second Feder- 
al Street Fund, Inc. (“Second Federal”) in connection with 
the merger of Second Federal into Applicant which took 
place in 1972, Applicant has not offered its shares of com- 
mon stock to the general public since the completion of the 
initial public offering of its shares in exchange for outstand- 
ing stock or other securities of various business corporations. 
Further, Applicant has not issued any additional shares since 
completion of said initial public offering except with respect 
to shares issued in connection with the aforesaid merger, a 3 
for 1 stock split effected as part of the aforesaid merger 
transaction, a 20 for 1 stock split in 1962, acquisitions of 
the assets of private investment companies in 1968 and 1972, 
and shares issued in payment of various optional stock divi- 
dends to Applicants’ shareholders. 


Applicant, in the ordinary course of its business, redeems 
shares tendered for redemption by its shareholders and has 
continuously followed the policy of paying the price of sub- 
stantially all such redemptions in kind with securities from 
its portfolio. Applicant states that it intends to continue 
this policy for the foreseeable future. 


Certain members of the Cullman family, who are closely re- 
lated, beneficially own shares of the common stock of Appli- 
cant, which as of January 15, 1975, in the aggregate amount- 
ed to 644,379 shares, or 8.61% of Applicant’s outstanding 
common stock. As of that date, Applicant had 7,624,852 6 
shares of its common stock outstanding. 





While no member of the Cullman family individually owns 
as much as 5% of Applicant's stock, Applicant states that 
the Cullman Redeeming Stockholders, each of which may 
be deemed to be an affiliated person of Applicant if his hold- 
ings are combined with the holdings of other members of 
the Cullman family, desire to redeem shares of Applicant in 
the following amounts: Trust U/W of Joseph F. Cullman, 
Jr. 150,000 shares; Joseph F. Cullman 3rd, 50,000 shares; 
Hugh Cullman, $100,000 in value; Nan O. Cullman as Cus- 
todain for Alexandra M. Cullman, $20,000 in value. 


Section 17(a) of the Act, as here pertinent, prohibits an af- 
filiated person of a registered investment company, or any 
affiliated person of such a person, acting as principal, from 
selling to or purchasing from such registered company, or 
any company controlled by such registered company, and 
security, or other property. Section 17(b) of the Act pro- 
vides, however, that the Commission, upon application, may 
exempt a transaction from the provisions of Section 17(a) if 
evidence establishes that the terms of the proposed trans- 
action, including the consideration to be paid, are reason- 
able and fair and do not invoive overreaching on the part of 
any person concerned, and that the proposed transaction is 
consistent with the policy of the registered investment com- 
pany concerned and with the gneral purposes of the Act. 


Applicant, in accordance with its continuous redemption 
policy described above, wishes to pay the redemption price 
of the shares to be tendered for redemption by the Cullman 
Redeeming Stockholders with one or more marketable se- 
curities from Applicant's portfolio. 
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The portfolio securities of Applicant to be used to meet the 
redemptions will be selected solely by Applicant in its invest- 
ment discretion at the time of the particular redemption, 
and there is no arrangement or understanding with any Cull- 
man Redeeming Stockholder as to which securities will be 
used. Such portfolio securities will be valued in accordance 
with the valuation practices of Applicant for determining 

its net asset value per share as of the same time the net as- 
set value of the Applicant's shares tendered for redemption 
is determined. By paying the redemption price of its shares 
tendered by the Culiman Redeeming Stockholders for re- 
demption with portfolio securities, Applicant will be adher- 
ing to its policy, in effect since its inception, of paying all 
redemptions of its shares, except for those involving an in- 
substantial amount, by delivery of portfolio securities. Ap- 
plicant submits that if it were required to sell portfolio se- 
curities in order to raise cash to meet redemptions, it would, 
in consequence, be forced to realize substantial capital gains 
and thereby incur substantial capital gains tax liability and 
the expense of brokerage commissions, all of which would 
be to the detriment of its shareholders. No realization of 
capital gains or incurring of brokerage commission expense 
by Applicant will occur upon a redemption in which port- 
folio securities are delivered in satisfaction of the redemp- 
tion price. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 28, 1975, at 5:30 p.m., submit 

to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 

or law proposed to be controverted, or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon Appli- 
cant at the address set forth above. Proof of such service (by 
affidavit or, in case of an attorney-at-law, by certificate) 

shall be filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will be 
issued as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive any no- 
tices and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8702/March 4, 1975 


See Securities Act Release No. 5572/March 4, 1975. 





gp INVESTMENT COMPANY ACT OF 1940 
Release No. 8703/March 4, 1975 


In the Matter of 


THE LENOX FUND 

666 Fifth Avenue 

New York,New York 10019 
(811-1568) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On January 28, 1975 a notice was issued (Investment Com- 
pany Act Release No. 8653) of an application filed on May 
8, 1974 by The Lenox Fund (““Applicant’’), a diversified, 
open-end management investment company registered 
under the Investment Company Act of 1940 (the “‘Act’’), 
for an order of the Commission declaring that the Applicant 
has ceased to be an investment company as defined in the 
Act. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated in the application. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company, Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of The Lenox Fund shall forthwith cease 
to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8704/March 4, 1975 


In the Matter of 


BOND SHARES OF AMERICA, INC. 
711 Polk Street 

Houston, Texas 77002 

(811-2376) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) FOR AN ORDER DECLARING THAT COMPANY 
HAS CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Bond Shares of America, 
Inc. (“Applicant’’), registered as a closed-end diversified 
management investment company under the Investment 
Company Act of 1940 (“Act”) filed an application pursuant 
to Section 8(f) of the Act on February 18, 1975 for an 
order of the Commission declaring that Applicant has 
ceased to be an investment company as defined in the Act. 
All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
set forth therein which are summarized below. 


Applicant was organized as a Maryland Corporation on No- 
vember 16, 1972. It filed its Notification of Registration on 
Form N-8A under the Act on December 2, 1972. A Regis- 
tration Statement on Form S-4 under the Securities Act of 
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1933 was filed on December 2, 1972 and became effective 
on May 22, 1973. 


Applicant represents that due to unfavorable market condi- 
tions, it never commenced operations as an investment com- 
pany. Applicant further represents that it is seeking with- 
drawal of its registration statement under the Securities Act 
of 1933 and that Articles of Dissolution of the corporation 
were filed in the State of Maryland on December 31, 1974. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 
company, it shall so declare by order, and upon the effec- 
tiveness of such order, the registration of such company 
shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 31, 1975, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
Proof of such service (by affidavit, or in the case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application herein will be issued as of course follow- 
ing March 31, 1975, unless the Commission thereafter ord- 
ers a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8705/March 4,-1975 


In the Matter of 


B.A.1. FUND, INC. 

40 Wall Street 

New York, New York 10005 
(811-1988) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On January 29, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8655) that B.A.1. Fund, Inc. (““Ap- 
plicant’”’), registered under the Investment Company Act 

of 1940 (the “Act’’) as a diversified, open-end, manage- 
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ment company, had filed an application on December 19, 
1974, pursuant to Section 8(f) of the Act, for an order of 
the Commission declaring that Applicant has ceased to be 
an investment company as defined in the Act. 





The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered 

a hearing. 


The matter has been considered and it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of B.A.I. Fund, Inc. under the Act shall forth- 
with cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8706/March 5, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 443/March 5, 1975 


EXTENSION OF TIME FOR SUBMISSION OF COM- 
MENTS ON PROPOSAL TO RESCIND RULE 3c-4 von @ 
THE INVESTMENT COMPANY ACT OF 1940 AND RULE 
202-1 UNDER THE INVESTMENT ADVISERS ACT OF 

1940 





The Securities and Exchange Commission has extended 
from March 31, 1975 until April 18, 1975, the period with- 
in which written views and comments may be submitted on 
the proposal to rescind Rule 3c-4 under the Investment Com- 
pany Act of 1940 and Rule 202-1 under the Investment Ad- 
visers Act of 1940. The proposal to rescind was announced 
on February 27, 1975 (Investment Company Act Release 
No. 8690 and Investment Advisers Act Release No. 439). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8707/March 5, 1975 


In the Matter of 


CRESCENT GENERAL CORPORATION 
5510 Abrams Road, Suite 126 

Dallas, Texas 75214 

(812-3182) (812-3448) 


NOTICE OF FILING AND ORDER FOR CONSOLIDATED 
HEARING ON APPLICATIONS (1) PURSUANT TO SEC- 
TION 3(b)(2) FOR ORDER DECLARING THAT COM- 
PANY IS NOT AN INVESTMENT COMPANY, OR IN THE 








ED 











ALTERNATIVE, PURSUANT TO SECTION 6(c) OF THE 
ACT FOR EXEMPTIONS FROM ALL PROVISIONS OF 
THE ACT, AND (2) PURSUANT TO SECTION 17(b) OF 
THE ACT FOR EXEMPTION FROM SECTION 17(a) 


NOTICE IS HEREBY GIVEN that Crescent General Corpor- 


ation (“Crescent’’) filed an application on May 30, 1972 
and amendments thereto on March 29, 1973 and April 9, 
1973 (File No. 812-3182)(1) pursuant to Section 3(b)(2) 
of the Investment Company Act of 1940 (“Act”) for an 
order declaring that Crescent is primarily engaged in a busi- 
ness or businesses other than that of investing, reinvesting, 
owning, holding or trading in securities, either directly or 
through majority-owned subsidiaries or through controlled 
companies conducting similar types of businesses, or (2) in 
the alternative, pursuant to Section 6(c) of the Act, for an 
order exem”ting Crescent from all provisions of the Act. 
Crescent also filed an application on April 9, 1973 and an 
amendment thereto on June 15, 1973 (File No. 812-3448) 
pursuant to Section 17(b) of the Act for an order exempt- 
ing from the provisions of Section 17(a) of the Act certain 
transactions described in and contemplated by an agreement 
dated March 26, 1973, as amended (the “Agreement’’), be- 
tween Crescent and two individuals, Dr. Theodore Holstein 
and Mr. Clyde Skeen, each of whom holds common stock of 
Crescent. All interested persons are referred to the applica- 
tions, as amended, on file with the Commission for a state- 
ment of the representations therein, a summary of which is 
included below. 


Background of Applications 


Crescent (whose present name was adopted in 1969) is a 
corporation which was organized under the laws of the 
State of Utah in 1920. Crescent’s balance sheet at Decem- 
ber 31, 1970, showed total assets of $957,333, including 
$839,046 of real property, plant and equipment and lease- 
hold improvements at cost net of depreciation and amor- 
tization, and $53,000 representing Crescent’s investment 
at cost in 48% of the outstanding common stock of Bio- 
technics Research, Inc. (“Biotechnics”), a corporation en- 
gaged in the business of obtaining and marketing human 
blood plasma. It therefore appears that at such time Cres- 
cent was engaged in the business of owning real property. 


in January, 1971, Crescent acquired the remaining 52% of 
the outstanding common stock of Biotechnics in exchange 
for common stock of Crescent reported to be worth $78,- 
000. On this basis, the cost to Crescent of its investment 

in 100% of Biotechnics common stock totaled $131,000. 
During the period March, 1971 through August, 1971, 
Crescent acquired 60.01% of the common stock of Envir- 
onmental Pollution Research Corporation (““Envirpol’’), 
which was engaged in the development, manufacture and 
sale of waste compaction systems; and in September, 1971, 
Crescent acquired 15.98% of the common stock of IIlus- 
trated World Encyclopedia, Inc. (now, by change of name, 
Magnus International, Inc.), hereinafter referred to as 
“Magnus,” which was principally engaged in the publica- 
tion, sale and distribution of the Illustrated World Encyclo- 
pedia and other educational and reference works. On No- 
vember 17, 1971, Crescent sold its holdings of all of the 
common stock of Biotechnics to Holstein for $50,000 pay- 
able as set forth in the related sales-purchase agreement. 
Following the consummation of the foregoing transaction, 
Crescent’s balance sheet at December 31, 1971, reflected 
investment securities consisting of its holdings of Magnus 


common stock in the amount of about $1,900,000 and 
$6,450 principal amount of promissory notes. Such invest- 
ment securities aggregating approximately $1,906,450 repre- 
sented about 57.4% of the total assets (exclusive of Govern- 
ment securities and cash items) shown on such balance sheet. 
It therefore appears that at December 31, 1971, (and, pos- 
sibly, prior to November, 1971, when it sold all of the out- 
standing common stock of Biotechnics to Holstein for $50,- 
000), Crescent may have been an investment company as 
defined in Section 3(a)(3) of the Act. 


The Application Pursuant to Section 3(b)(2), or in the Al- 
ternative, Pursuant to Section 6{(c) 


The application contains the following representations in 
support of the request pursuant to Section 3(b)(2) of the 
Act for an order declaring that Crescent is not an investment 
company and in support of the alternative request, pursuant 
to Section 6(c) of the Act, for an order exempting Crescent 
from all provisions of the Act. 


On May 22, 1972, Crescent sold its investment in the com- 
mon stock of its majority-owned subsidiary, Envirpol, as 
well as substantially all of Crescent’s real property. The ap- 
plication states that, following the sale of such assets, Cres- 
cent’s principal assets consisted of about 10 acres of land 
and 131,665 shares of Magnus common stock; and that the 
value of its holdings of Magnus common stock consisting of 
less than a majority of such shares outstanding exceeded 
40% of the value of Crescent’s total assets. On this basis, 
Crescent indicates that it may have become an investment 
company as defined in Section 3(a)(3) of the Act on May 
22, 1972. However, Crescent contends that it is entitled to 
a finding that it is not an investment company because it is 
primarily engaged in the same businesses as Magnus through 
that company. The application states that, as of the date 
thereof, three of the five directors of Magnus were nominees 
of Crescent; that a director of Crescent was the chief execu- 
tive officer and chairman of the board of directors of Mag- 
nus; that an individual who was a vice-president, secretary, 
assistant secretary, and a director of Crescent was also a 
vice-president, secretary assistant treasurer and a director of 
Magnus. 


Statutory Standards - Section 3(b)(2) and Section 6{(c) 


Section 3(a)(3) of the Act defines an investment company 
as any issuer which is engaged or oroposes to engage in the 
business of investing, reinvesting, owning, holding, or trad- 
ing in securities, and owns or proposes to acquire invest- 
ment securities having a value exceeding 40% of the value 
of its total assets (exclusive of Government securities and 
cash items) on an unconsolidated basis. For the purposes 
of this section, “investment securities” are defined as in- 
cluding all securities except Government securities, securi- 
ties issued by employees’ securities companies and securi- 
ties issued by majority-owned subsidiaries which are not 
investment companies. 


Section 3(b)(2) of the Act provides that, notwithstanding 
Section 3(a)(3), the term “investment company” does not 
include any issuer whom the Commission upon application 
finds and by order declares to be primarily engaged in a 
business or businesses other than that of investing, reinvest- 
ing, owning, holding or trading in securities either directly 
or through majority-owned subsidiaries or through con- 
trolled companies conducting similar types of businesses. 
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Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondition- 
ally exempt any person or transaction from any provision or 
provisions of the Act, if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


Applicability of Sections 17(a) and (b) and Effect of Pro- 
posal on Crescent 


By order dated December 21, 1973 (Investment Company 
Act Release No. 8149), the Commission granted to Cres- 
cent a temporary exemption from the provisions of Section 
7 of the Act until such time as the Commission should act 
on its application, described hereinabove, for an order of 
the Commission pursuant to Section 3(b)(2) of the Act. 
Such order had the effect, among others, of subjecting Cres- 
cent and other persons in their relations and transactions 
with Crescent, with certain specified exceptions, to all pro- 
visions of the Act (including Sections 17(a) and 17(b) of 
the Act and the Rules and Regulations thereunder) as though 
Crescent were a registered investment company. 


If the proposal described below should be consummated, 
Crescent would, among other things, dispose of all of its pre- 
sent holdings of investment securities, eliminate a substan- 
tial portion of its debt obligations, and acquire 100% of the 
common stock of Biotechnics. 


Application Pursuant to Section 17(b) 


The application contains the following representations with 
respect to the request for an order pursuant to Section 17 
(b) of the Act. 


(a) Affiliations 


Pursuant to the terms of an agreement dated January 15, 
1971, Skeen and Mr. Robert J. Ringer, on January 18, 1971, 
each purchased 50,000 shares of Crescent common stock 
from Crescent at a price of $1 a share. Under that agree- 
ment, Skeen and Ringer agreed to purchase from Holstein 
and Ms. Teresa A. Goldie a total of 1,610,000 shares of the 
outstanding common stock of Crescent over a period of 
years. Pursuant to that agreement Skeen and Ringer ob- 
tained proxies to vote such shares of Crescent stock while 
the shares remained subject to said agreement. In Decem- 
ber, 1971, Skeen and Ringer assigned to Magnus their rights 
to acquire from Holstein and Goldie 240,000 shares of 
Crescent common stock and Magnus purchased such shares 
from Holstein and Goldie. Skeen owns, controls or holds 
with power to vote 1,460,500 shares (approximately 60%) 
of Crescent’s outstanding common stock. Of such number 
of shares, Skeen owns 90,500 shares and has received prox- 
ies from Holstein and Goldie to vote 1,370,000 shares. Hol- 
stein owns 1,440,570 shares (approximately 59%) of Cres- 
cent’s outstanding common stock, including 1,301,920 
shares which Skeen has the power to vote pursuant to prox- 
ies received from Holstein. Skeen is chariman of Crescent’s 
board of directors as well as chief executive officer and a 
director of Crescent. As 2 result of the foregoing, Holstein 
and Skeen are each an affiliated person of Crescent as de- 
fined in Section 2(a)(3) of the Act. 


(b) The Agreement 
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The Agreement dated March 26, 1973, between Crescent, 
Holstein and Skeen has been entered into for the state pur- 
pose of “reorganizing their respective rights and liabilities in 
Crescent and Biotechnics.” 


The Agreement, which as previously noted enumerates the 
transactions for which exemption is sought pursuant to Sec- 
tion 17(b) of the Act, provides, in pertinent part, as follows: 


1. Holstein will, concurrently with the consummation of 
the transaction described in item 2 below, cause to be com- 
pleted the resale to Crescent of all of the outstanding capital 
stock of Biotechnics, which he purchased for $50,000, for a 
price of $216,241 plus an amount equal to Biotechnics’ ac- 
crued net income, before taxes (as certified by specified ac- 
countants for Holstein) for the period after April 30, 1973, 
to the date the transaction is consummated. Such price is 
to be paid as follows: $50,000 in cash at the closing and 
the balance (equal to the sum of $166,241 plus the amount 
of accrued net income before taxes of Biotechnics computed 
for the period and in the manner noted) by a promissory 
note of Crescent bearing interest from the date of closing 

at the rate of 9% per annum. 


2. Skeen will purchase from Crescent and Crescent will sell 
to Skeen 131,665 shares of Magnus common stock for a 
consideration consisting of a cash payment of $200,000 by 
Skeen and the assumption by Skeen of specified liabilities 
of Crescent aggregating $2,061,000 at October 18, 1972, 
plus accrued interest and charges as set forth in the Agree- 
ment. As further consideration for such purchase and sale 
of Magnus common stock, Holstein and Crescent acknowl- 
edge that Crescent is indebted to Skeen in the total amount 
of $335,000 and Skeen agrees to cancel said indebtedness 
in exchange for the issuance and sale by Crescent to Skeen 
of 100,000 shares of Crescent common stock. In the event 
Crescent common stock is not trading at a bid price of 
$3.35 or more per share two years from the date of clos- 
ing, Crescent is to pay to Skeen, in cash or in Crescent 
stock, at the option of Crescent, an amount equal to the 
difference between the market value of the 100,000 Cres- 
cent shares (computed on the basis of the bid price) and 
$335,000. 


3. The closing is conditioned upon the accomplishment of 
certain action by Crescent and Skeen, including obtaining 
(1) the written consent of various specified persons to the 
assumption by Skeen of certain Crescent obligations which 
total $2,038,025 at October 18, 1972 (and which are in- 
cluded in the figures of $2,061,000 mentioned in item 1 
above) and (2) the release of Crescent from such obligations. 


The closing is also subjéct to the condition that a meeting 
of the board of directors of Crescent shall be held to recon- 
stitute such board of directors so as to consist of Holstein 
plus two of his nominees and Skeen plus one of his nomi- 
nees. 


4. Skeen will, at or prior to the closing, cause to be satis- 
fied certain obligations of Crescent to its trade creditors 
totaling about $38,000 and an obligation of Crescent in the 
amount of about $17,000 arising out of certain litigation. 
in addition Skeen agrees to pay for any defense of Cres- 
cent necessitated by reason of any future contingent liabil- 
ities arising out of action after January 15, 1971, and prior 
to the closing. 





























5. The agreement of January 15, 1971, referred to herein- 
above, is amended so as to postpone the date for the sale by 
Holstein and the purchase by Skeen of 285,000 shares of 
Crescent’s outstanding common stock; and at the closing 
such agreement is to be further amended so as to provide 
for (1) postponing the other dates on which Holstein is to 
sell and Skeen is to purchase additional specified amounts 
of Crescent’s outstanding common stock, (2) the revocation 
of the proxy heretofore given to Skeen by Holstein to vote 
shares of Crescent’s outstanding stock which are owned by 
Holstein, (3) the granting by Skeen to Holstein of an option 
for a specified period to repurchase any shares of Crescent’s 
common stock which Skeen purchases or has purchased from 
Holstein under these agreements at a price of 150% of the 
price paid by Skeen, and (4) obligating Skeen, so long as the 
foregoing option is in effect, to vote all of his holdings of 
Crescent’s outstanding stock so as to allow Holstein to main- 
tain control of Crescent’s board of directors. 


6. Crescent, Holstein and Skeen each agree to release and 
hold each other harmless from and against any and all 
claims which each may have against each other except as to 
the obligations contained in the Agreement. 


Statutory Standards - Section 17(b) 


Section 17(a) of the Act prohibits an affiliated person of a 
registered investment company from selling to or purchas- 
ing from such registered investment company any security 
or other property, subject to certain exceptions not perti- 
nent here. However, the Commission, upon application, pur- 
suant to Section 17(b) of the Act, may grant an exemption 
from the provisions of Section 17(a) after finding that the 
terms of the proposed transaction, including the considera- 
tion to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person concern- 
ed and that the proposed transaction is consistent with the 
policy of each registered investment company concerned 
and with the general purposes of the Act. 


It appearing to the Commission that it is appropriate in the 
public interest that a hearing be held with respect to said 
matters; and 


it further appearing to the Commission that the foregoing 
matters are related and that evidence offered in respect of 
each of said matters may have a bearing on the other matter 
and that said matters should be consolidated: 


IT IS ORDERED that the proceeding filed as 812-3182 be 
and the same hereby is consolidated with the proceeding 
filed as 812-3448, the Commission reserving the right, how- 
ever, at any time hereafter to sever said praceedings for 
hearing or determination. 


IT iS FURTHER ORDERED, pursuant to Section 40(a) of 
the Act, that a consolidated hearing on the aforesaid appli- 
cations under the applicable provisions of the Act and the 
rules of the Commission thereunder be held on the 29th 
day of April 1975 at 10 a.m. in the office of the Commis- 
sion, 500 North Capitol Street, N. W., Washington, D. C. 
20549. At such time, the Hearing Room Clerk will advise 
as to the room in which such hearing will be held. Any per- 
son, other than Crescent, desiring to be heard or otherwise 
wishing to participate in the proceeding is directed to file 
with the Secretary of the Commission his application pursu- 
ant to Rule 9(c) of the Commission’s Rules of Practice on 
or before the date provided in that Rule setting forth any 


issues of law or fact which he desires to controvert or any 
additional issues which he deems raised by this Notice and 
Order or by such applications. Persons filing such an applica- 
tion will receive notice of any adjournment of the hearing 
as well as other actions of the Commission involving the sub- 
ject matter of these proceedings. 


IT IS FURTHER ORDERED that any officer or officers of 
the Commission to be designated by it for that purpose shall 
preside at said hearing. The officer so designated is hereby 
authorized to exercise all the powers granted to the Commis- 
sion under Section 41 and 42(b) of the Act, and to an Ad- 
ministrative Law Judge under the Commission's Rules of 
Practice. 


The Division of Investment Management Regulation has ad- 
vised the Commission that it has made a preliminary examin- 
ation of the applications, and that upon the basis thereof the 
following matters are presented for consideration, without 
prejudice to its specifying additional matters upon further 
examination. 


1. Whether Crescent is an investment company as defined 
in Section 3(a)(3) of the Act, and, if so, whether Crescent is 
primarily engaged in a business or businesses other than that 
of investing, reinvesting, owning, holding, or trading in se- 
curities either directly or through majority-owned subsidi- 
aries or through controlled companies conducting similar 
types of businesses. 


2. Whether the requested exemption from all provisions of 
the Act pursuant to Section 6(c) of the Act is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


3. Whether, in the event the Commission grants the applica- 
tion pursuant to Section 6(c) of the Act, it is necessary or 
appropriate in the public interest and consistent with the 
protection of investors to impose conditions. 


4. Whether the terms of the transactions proposed to be 
carried out pursuant to the agreement dated March 26, 1973, 
as amended, including the consideration to be paid or receiv- 
ed, are reasonable and fair and do not involve overreaching 
on the part of any person concerned. 


5. Whether such proposed transactions are consistent with 
the general purposes of the Act. 


6. Whether the action taken or proposed to be taken under 
the agreement dated March 26. 1973, as amended, complies 
in all respects with all the pertinent provisions of the Act and 
the Rules and regulations thereunder. 


IT IS FURTHER ORDERED that at the aforesaid hearing, 
attention should be given to the foregoing matters. 


IT iS FURTHER ORDERED that the Secretary of the Com- 
mission shall give notice of the aforesaid hearing by mailing 
copies of this Notice and Order by certified mail to Crescent, 
Dr. Theodore Holsjein, Sacramento, California, and to Mr. 
Clyde Skeen, Dallas, Texas; that Crescent shall cause copies 
of this Notice and Order to be mailed to the stockholders of 
Crescent at their last known addresses on or before April 8, 
1975; that notice to all persons shall be given by publication 
of this Notice and Order in the Federal Register; and that a 
copy of this Notice and Order shall be published in the “SEC 
Docket” and that an announcement of the aforesaid hearing 
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shall be included in the “SEC News Digest.” 
By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8708/March 6, 1975 


See Securities Act Release No. 5573/March 6, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8709/March 6, 1975 


In the Matter of 


SUMMIT CAPITAL INVESTMENT PLANS 
c/o Lawrence A. Fox, Esquire 

Wilkie, Farr & Gallagher 

1 Chase Manhattan Plaza 

New York, New York 10005 

(811-2036) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION &(f) OF THE ACT 


On February 5, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8661) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act’’), to declare by order on its own 
motion that Summit Capital Investment Plans (‘“Summit"’), 
registered under the Act as a unit investment trust, has 
ceased to be an investment company as defined by the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
matter would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that Summit 
has ceased to be an investment company. Accordingly, 


iT iS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Summit Capital Investment 
Plans under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


Geerge A. Fitzsimmons 
Secretary 
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NOTICE OF PROPOSALS TO (1) ADOPT NEW RULE 206- 
(4)-4 UNDER THE INVESTMENT ADVISERS ACT OF 
1940 (“ADVISERS ACT”) WHICH WOULD REQUIRE 
THAT INVESTMENT ADVISERS PROVIDE CLIENTS 
AND PROSPECTIVE CLIENTS WITH WRITTEN DISCLO- 
SURE STATEMENTS CONTAINING CERTAIN SPECI- 
FIED INFORMATION, AND (2) ADOPT NEW PARA- 
GRAPH (14) OF RULE 204-2(a) UNDER THE ADVISERS 
ACT WITH RESPECT TO RECORDKEEPING REQUIRE- 
MENTS APPLICABLE TO SUCH WRITTEN DISCLOSURE 
STATEMENTS (File No. S7-555) 


NOTICE iS HEREBY GIVEN that the Securities and Ex- 
change Commission has under consideration the adoption of 
new Rule 206(4)-4 and new paragraph (14) of Rule 204-2(a) 
under the Investment Advisers Act of 1940 (“Advisers Act’’) 
which would require investment advisers to furnish clients 
and vrospective clients with written disclosure statements 
containing certain specified information and meeting certain 
conditions, and to maintain a copy of such written statements, 
and any amendments or revisions thereof, in their books and 
records. Proposed new Rule 206(4)-4 would be adopted pur- 
suant to the authority contained in Sections 206(4), 206A 
and 211(a) of the Advisers Act; proposed new paragraph (14) 
of Rule 204-2(a) would be adopted pursuant to the author- 
ity contained in Sections 204, 206(4), 206A and 211(a) of 
Advisers Act. 





Section 206(4) of the Act authorizes the Commission to de- 
fine and prescribe means reasonably designed to prevent 
such acts, practices, and courses of business as are fraudulent, 
deceptive or manipulative. The Commission believes that it 
is appropriate to implement at this time a requirement under 
Section 206(4) that investment advisers provide their clients 
and prospective clients with written disclosure statements 
which describe certain important facets of the investment 
adviser’s business operations, procedures and ability to per- 
form the services it offers. The Commission considers the 
most important aspect of this disclosure requirement to be 
that pertaining to the qualifications of advisory personnel. 

it is expected that required disclosure of these qualifications 
will enable customers to compare the qualifications of differ- 
ent advisers and will result in efforts by investment advisers 
to maintain at a high level the competence and qualifications 
of the persons they employ. 


Although some investment advisers are already providing 
their clients and prospective clients with much of the infor- 
mation required by proposed Rule 206(4)-4, in many in- 
stances this information is not generally made available to 
such persons. Further, although much of the information 
that would be included in the proposed written disclosure 
statement currently appears in Form ADV and is, therefore, 
available to the public, access to these forms is rarely re- 
quested by most clients and prospective clients. Neverthe- 
less, the Commission believes that it is important for the pro. 
tection of investors that information contained in Form 
ADV and certain other information be brought to the atten- 
tion of clients and prospective clients before they enter into 
or continue their relationships with investment advisers. 


Contents of the Written Disclosure Statement 


Paragraph (b) of proposed Rule 206(4)-4 sets forth those 
items of disclosure which must be covered in the written 
disclosure statement required by the proposed Rule. Gener- 
ally, these disclosures will fall into the following categories: 
qualifications of personnel; services offered; advisory pro- 














BI- 


ns 


n- 
to 


>r- 











cedures and practices; affiliations with broker-dealers; and 
advisory fees. Many of the disclosure requirements are self- 
explanatory; however, particular attention should be given 
to certain aspects of these requirements as discussed below. 


With respect to qualifications of personnel, it should be not- 
ed that subparagraph (7) requires the individual backgrounds 
only of persons whose authority extends to making final 
decisions on which securities recommendations will be made 
by an investment adviser, or to which clients particular re- 
commendations will be given. It is expected, however, that 
all advisory personnel of an investment adviser will meet the 
general qualifications standards disclosed pursuant to sub- 
paragraph (6) unless specific disclosure is made as to the 
conditions and circumstances under which these standards 
may not be met. 


Subparagraph (b)(8)(ii) requires disclosure of any pre-paid 
advisory fee arrangements required by an investment advis- 
er. As a general matter, such pre-paid fees should be re- 
funded on a pro-rata basis for services which are not render- 
ed by an investment adviser. Accordingly, the conditions 
and arrangements with respect to refunding pre-paid advis- 
ory fees should be disclosed. In this regard, the Commission 
notes that many investment advisory contracts contain pro- 
visions for termination by the investment adviser or by ad- 
visory clients. Subparagraph (b)(9) requires disclosure con- 
cerning such termination rights when they exist. 


Paragraph (c) requires additional disclosures in the written 
statements used by investment advisers who provide account 
Management services whether or not on a discretionary bas- 
is. These requirements relate, generally, to information con- 
cerning procedures for the management and supervision of 
cliartts’ securities accounts. 


Written disclosure statements should also contain the state- 
ment required by subparagraph (d)(1) that the Commission 
has not passed upon the contents, accuracy or adequacy of 
the statement. The written statements should not be filed 
with the Commission, but must be retained by investment 
advisers in accordance with proposed new paragraph (14) of 
Rule 204-2(a). It is expected that these statements will be 
reviewed by the staff of the Commission as part of the Com- 
mission’s investment adviser inspection program. 


The proposed Rule contemplates that the written statements 
may be used by investment advisers as part of their advertis- 
ing or sales literature. In this regard, investment advisers 
could include other information in their written disclosure 
statements. Whether or not such additional information is 
included, the written statement as a whole must comply 

with Rule 206(4)-1 under the Advisers Act relating to ad- 
vertisements by investment advisers. 


Further, a number of investment advisers provide more 
than one type of investment advisory service. These invest- 
ment advisers would not be precluded under proposed Rule 
206(4)-4 from using two or more written statements con- 
taining different information designed for the particular 
type of service discussed therein. Copies of all written 
statements furnished to any clients or prospective clients 
should, however, be retained in accordance with proposed 
paragraph (14) of Rule 204-2(a). 


Delivery and Amendment Requirements 
Proposed Rule 206(4)-4 requires, generally, that investment 


advisers furnish a written disclosure statement to every client 
and prospective client not less than 48 hours prior to enter- 
ing into, extending or renewing any investment advisory con- 
tract with such persons. The 48 hour time period is designed 
to afford clients and prospective clients an opportunity to 
consider Carefully the disclosures contained in the written 
statements. 


Under the Rule as proposed, investment advisers are specifi- 
cally exempted from the requirement of furnishing a written 
disclosure statement to any client which is an investment 
company registered under the Investment Company Act of 
1940. This exception is based on the fact that investment 
advisers are already required pursuant to Section 15(c) of 
the Investment Company Act to provide extensive disclo- 
sures to the boards of directors of investment companies and 
that those disclosures should encompass at least the informa- 
tion that would appear in the proposed written disclosure 
statement. 


Paragraph (f) of proposed Rule 206(4)-4 provides investment 
advisers with an optional exemption from the 48 hour prior 
delivery requirements under certain conditions. This option- 
al exemption has been included because many investment 
advisers who provide periodic publications or reports on a 
subscription basis permit clients to purchase their services by 
responding to newspaper or magazine advertisements. The 
48 hour prior delivery requirement may unnecessarily dis- 
rupt this marketing procedure. 


Accordingly, the alternative provided in paragraph (f) is 
available for investment advisers with respect to all clients 
and prospective clients who are not purchasing account man- 
agement services. This alternative requires that investment 
advisers furnish written statements to clients and prospective 
clients not later than 30 days subsequent to entering into, 
extending or renewing any investment advisory contract 
and, further, that such investment advisory contract must 
provide that it can be rescinded by such client or prospec- 
tive client without penalty within five business days after 
the client or prospective client has received the written 
statement. 


If a statement becomes materially inaccurate for any reason, 
paragraph (e) requires that it should not be given to any 
client or prospective client until it is amended or revised 

to correct the inaccuracy. 


It should also be noted that proposed Rule 206(4)-4 does 
not attempt to define acts, practices or courses of business 
that are fraudulent, deceptive or manipulative. Rather, this 
proposal sets forth a means reasonably designed to prevent 
the occurrence of such acts, practices and courses of busi- 
ness in accordance with the authority contained in Section 
206(4) of the Advisers Act. Nevertheless, the making of 
false representations in, or the omission ofmaterial facts 
from, the proposed written statement could constitute a 
fraudulent or deceptive act, practice or course of business 
within the meaning of Section 206 of the Advisers Act. 


Finally, proposed Rule 206(4)-4 expressly provides in para- 
graph (g) that it is not to be viewed as being the only disclo- 
sure requirement to which investment advisers are subject. 
Thus, to the extent that investment advisers are required 
pursuant to any provision of the Advisers Act or the rules 
and regulations thereunder to disclose any other informa- 
tion not required by the proposed Rule, they would still be 
required to make such disclosures and, where appropriate, 
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the written disclosure statement could be used for that pur- 
pose. It is anticipated, moreover, that this statement could 
be used to provide other disclosures which the investment ad- 
viser may be required to make under other federal securities 
laws. 


It should be noted that proposed Rule 206(4)-4 would not 
specifically require that investment advisers notify clients of 
material changes other than by means of a disclosure state- 
ment required to be delivered at the time when their con- 
tracts are entered into, extended or renewed. Although such 
disclosure otherwise might be required by the provisions of 
section 206, the Commission invites comments on whether 
investment advisers specifically should be required to notify 
clients of any such material changes, either by delivery of a 
revised disclosure statement or by letter describing the ma- 
terial changes, within a reasonable time, say 30 days, after 
the changes have occurred. Based on its review of the com- 
ments, the Commission may determine to include such a 
requirement either in Rule 206(4)-4 or in a companion rule. 


The text of proposed Rule 206(4)-4 is as follows: 
RULE 206(4)-4. Written Disclosure Statements 


(a) It shall be unlawful for any investment adviser: 


(1) To enter into, extend or renew any investment advisory 
contract with any client or prospective client (other than an 
investment company registered under the Investment Com- 
pany Act of 1940), or in any way to perform any such con- 
tract entered into, extended or renewed or on after the ef- 
fective date of this rule, unless such investment adviser fur- 
nishes such client or prospective client with a written state- 
ment complying with paragraphs (b) through (e) of this rule 
(i) not less than 48 hours prior to entering into, extending 
or renewing such contract, or (ii) in accordance with para- 
graph (f) of this rule; or 


(2) To furnish any client or prospective client with a written 
statement required by this rule which contains any untrue 
statement of a material fact or which is otherwise false or 
misleading, or which does not otherwise comply with the 
provisions of Rule 206(4)-1 under the Act. 


(b) For all investment advisers, the written statement re- 
quired by this rule shall disclose the following: 


(1) The type or types of services which the investment ad- 

visor offers to clients, including, but not limited to, invest- 

ment supervisory services, the management of securities ac- 
counts for clients under circumstances not involving invest- 
ment supervisory services, or the issuance of periodic publi- 
cations relating to securities on a subscription basis; 


(2) The type or types of clients for which the investment 
adviser provides investment advice, including, but not lim- 
ited to, individuals or specified classes of individuals, invest- 
ment companies, pension and profitsharing plans and banks- 


(3) The length of time that the investment adviser has been 
engaged in business as an investment adviser; 


(4) The types of securities and investment techniques con- 
cerning which the investment adviser provides investment 
advice; 


(5) The general source or sources of information used by 
the investment adviser as the basis for any investment ad- 
vice rendered to clients, and the methods employed by the 
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investment adviser to analyze or evaluate such information; 


(6) The number of persons associated with the investment 
adviser (other than persons whose functions are solely cleri- 
cal or ministerial) whose functions or duties related to pro- 
viding investment advice to clients, and the general standards 
of education and business background which the investment 
adviser requires of such persons; 


(7) The education and business background of each person 
associated with the investment adviser who determines or 
approves what investment advice shall be rendered by the in- 
vestment adviser to any client, or to which clients such invest- 
ment advice shall be rendered; 


(8)(i) The basis or bases of fees charged for the services 
which the investment adviser provides and when such fees 
are payable, and (ii) if such fees are payable prior to the ren- 
dering of the services relating thereto, a statement as to 
whether, to what extent and under what conditions such 
fees will be refunded to clients; 


(9) The procedures and conditions, if any, pursuant to which 
the investment adviser or any client of the investment advisor 
may terminate an investment advisory contract prior to the 
termination date set forth in the contract; and 


(10)(i) Whether the investment adviser is a broker or dealer, 
or (ii) the name of any broker or dealer affiliated with the 
investment adviser, the nature of such affiliation, and the 
business relationship, if any, between such broker or dealer 
and the investment adviser. 


(c) If the investment adviser provides investment supervisory 
services as defined in Section 202(a)(13) of the Act, or man- 
ages investment advisory accounts for clients under circum- | 
stances not involving investment supervisory services, the 
written statement required by this rule shall disclose the 
following information in addition to that required by para- 
graph (b) of this rule: 


(1) The minimum dollar amount of assets and any other 
conditions required by the investment adviser to establish 
an investment advisory account; 


(2)(i) Whether and to what extent the investment adviser 
may have discretionary authority to purchase or sell securi- 
ties for the accounts of clients without obtaining the con- 
sent of such clients before such transactions are effected, 
and (ii) the maximum number of investment advisory ac- 
counts with respect to which the investment adviser may dele- 
gate its discretionary authority to any one person associated 
with the investment adviser; 


(3) Whether and to what extent the investment adviser may 
have discretionary authority to select brokers or dealers to 
execute transactions in securities for its clients or for the ac- 
counts of its clients, and, if so, the factors considered in 
making such selections; 


(4) If the investment adviser provides investment supervis- 
ory services, the factors relating to the individual circum- 
stances of any client which the investment adviser considers 
in determining whether to recommend that such client pur- 
chase or sell any security or whether to effect the purchase 
or sale of any security for the account of such client pursu- 
ant to discretionary authority; 


(5)(i) The frequency and nature of the investment adviser’s 
review of each investment advisory account, and (ii) the fre- 
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quency and nature of any reports furnished to clients con- 
cerning their investment advisory accounts; and 


(6) The terms and conditions of any arrangements or under- 


standings pursuant to which the investment adviser, or any 
person associated with the investment adviser, has agreed to 
compensate any person for the referral of clients to the in- 
vestment adviser. 


(d) Such written statement (1) shall prominently state that 
the Commission has not passed upon the abilities, qualifica- 
tions or business practices of the investment adviser and 
that the Commission has not passed upon the accuracy or 
adequacy of the written statement, and (2) shall be retained 
by the investment adviser pursuant to Rule 204-2(a)(14) 
under the Act. 


(e) If the information contained in any written statement 
required by this rule becomes materially inaccurate for any 
reason, the investment adviser shall no longer furnish such 
written statement to any client or prospective client unless 
the investment adviser has amended or revised the written 
statement to correct such information. 


(f) An investment adviser electing to comply with the pro- 
visions of clause (ii) of paragraph (a)(1) hereinabove may 
furnish the written statement required by this rule to any 
client or prospective client not later than 30 days subsequent 
to entering into, extending or renewing any investment ad- 
visory contract with such client or prospective client, pro- 
vided that: (1) such contract does not provide for the ren- 
dering of any investment advisory. service or services which 
would require disclosure to such client or prospective client 
of the information set forth in paragraph (c) of this rule; 
and (2) such contract provides that it may be rescinded by 
the client or prospective client without penalty within five 
business days after such client or prospective client has re- 
ceived the written statement. 


(g) Nothing in this rule shall relieve any investment adviser 
from any obligation pursuant to any provision of the Act 
or the rules and regulations thereunder to disclose any in- 
formation to its clients or prospective clients not specifical- 
ly required by this rule. 


The text of proposed paragraph (14) of Rule 204-2(a) is as 
follows: 


(a) Every investment adviser who makes use of the mails or 
of any means or instrumentality of interstate commerce in 
connection with his or its business as an investment adviser 
(other than one specifically exempted from registration pur- 
suant to section 203(b) of the Act) shall make and keep 
true, accurate and current the following books and records 
relating to his investment advisory business: *** 


(14) A copy of each written statement, and each amend- 
ment or revision thereof, given or sent to any client or pro- 
spective client of such investment adviser in accordance 
with the provisions of Rule 206(4)-4 under the Act, and an 
indication of the first and last dates that each written 
statement, and each amendment or revision thereof, was 
given to any client or prospective client. 


All interested persons are invited to submit their written 
views and comments on the proposals to George A. Fitz- 
simmons, Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549, on or before April 30, 1975. All 
communications in this regard should refer to File No. S7- 


555, and will be available for public inspection. 
By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 443/March 5, 1975 


See Investment Company Act Release No. 8706/March 5, 1975. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 444/March 6, 1975 


See Securities Act Release No. 5573/March 6, 1975. 








LITIGATION 





Litigation Release No. 6703/January 30, 1975 


SEC v. JET TRAVEL SERVICES, INC., et al. 
(Civil Action No. 74-392-ORL-Civ.) 


Jule B. Greene, Administrator of the Atlanta Regional Of- 
fice, William R. Schief, Administrator of the Washington 
Regional Office, and Michael J. Stewart, Associate Adminis- 
trator, Miami Branch Office, announced today that on Jan- 
uary 21, 1975, the Honorable George C. Young, Chief 
Judge, U.S. District Court for the Middle District of Florida, 
Orlando Division, entered a Preliminary Injunction enjoining 
Jet Travel Services, Inc.; Exciting Life Enterprises, Inc.; Ex- 
citing Life, Inc.; a Delaware Corporation; Exciting Life 
Travel and Success Club and James E. Tolleson from further 
violations of the registration and antifraud provisions of the 
federal securities laws (Section 5 and 17(a) of the Securities 
Act of 1933 and Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder). The Court’s Order 
was entered following a two-day evidentiary hearing on the 
merits of the Commission’s Complaint for Injunctive and 
Other Relief. 


In addition to the Injunction, The Court preliminarily en- 
joined the Defendant James E. Tolleson from dissipating or 
concealing any of his personal assets with the exception 
that expenditures may be made from his personal bank ac- 
count for necessary and customary living expenses such as 
food, lights, utilities and mortgage payments on his person- 
al residence. 


As further relief, the Court ordered the appointment of V. 
Keith Young as the equity receiver for Jet Travel Services, 
Inc.; Exciting Life Enterprises, Inc.; Exciting Life, Inc., a 
Delaware Corporation; and Exciting Life Travel and Suc- 
cess Club, to take complete custody and control of all 
books, records, and other documents. The receiver is to ex- 
amine the books and records of the Defendant corporations 
and report to the Court as to any monies or other assets 

of the Defendant corporations. 


The Commission’s request for Gisgorgement was reserved 
by the Court for the final hearing on the merits after re- 
ceipt of the receiver’s report. 
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Litigation Release No. 6766/March 3, 1975 


US v. ROBERT DANIEL HILL, RICHARD L. GRAY, AND 
CHARLES GISH (CR 74-1737-R, Central District of Cali- 
fornia) (Cross reference: SEC v. International Commodities 
Exchange, et al., CV 74-481-AAH) 


William D. Keller, U. S. Attorney, Central District of Cali- 
fornia, and Gerald E. Boltz, Regional Administrator of the 
Los. Angeles Regional Office of SEC, announced that on Feb- 
ruary 10, 1975, U. S. District Court Judge Manuel L. Real 
sentenced Robert Daniel Hill, age 49, of 18231 Bayberry, 
irvine, California; Richard Loy Gray, age 54, of 23510 Ber- 
don, Woodland Hills, Calif.; and Charles Ray Gish, age 30, 
formerly of Park Newport Apartments, Newport Beach, 
Calif.; to three years in prison. The sentences imposed on 
Gish and Gray were suspended and these defendants were 
ordered to serve 90 days in a jail type institution on con- 
secutive weekends. Subsequent to serving the 90 days, Gish 
and Gray were ordered to donate four hours per week to a 
legal aid society for the remainder of the three-year sen- 
tence. All three defendants will be on five-year probation 
following their prison terms. Hill, Gish, and Gray had been 
convicted on January 22, 1975, by a Federal jury in Los 
Angeles of conspiracy, mail fraud, and securities fraud in 
violation of Title 18 United States Code, sections 371 and 
1341, and Title 15, U. S. Code 77(q)(a) T and 77 x follow- 
ing a trial covering three weeks. The indictment was return- 
ed on October 2, 1974. 


Count one of the indictment charged that Hill, Gish, and 
Gray conspired to operate International Commodities Ex- 
chenge, Inc. (ICE) formerly headquartered at 4570 Campus 
Drive, Newport Beach, Calif., in violation of the mail, wire, 
and securities fraud statutes. It was charged that Hill, Gish, 
and Gray fraudulently generated a nation-wide market for 
options on non-regulated commodites, Live Beef Forward 
Purchase Contracts, and shares of stock in The First Trad- 
ing Company through affiliates of ICE located in Arizona, 
Calif., Florida, Hawaii, lowa, lilinois, Montana, Nevada, 
and Washington, D. C. 


According to the indictment. the options on the non-regu- 
lated commodites sold through ICE and its affiliates were 
falsely represented to give the buyer the right to buy and/ 
or sell a futures contract at a set price during a specified 
period of time. Buyers were falsely told that ICE, as the 
seller of the option, would, for each option sold, purchase 
a position in the futures market on margin in order to as- 
sure that the buyer would have available a futures contract 
to buy and/or sell as an investment. The indictment also 
charged that buyers of options were falsely promised that 
futures positions were purchased by ICE through broker- 
age firms which held seats on Boards of Trade within the U.S. 


Count one of the indictment alleged that purported Life 
Beef Forward Purchase Contracts were sold through ICE 
and jts affiliates because Hill, Gish, and Gray falsely repre- 
sented to salesmen and investors that the purchase of a 
cattle futures contract would entitle the buyer who paid 
“ernest money” for the cattle contract to take delivery of 
the cattle sold by ICE ‘at a future date for a price per pound 
established by ICE. 


Hill was charged in the conspiracy with the promotion of 
The First Trading Company, which he formed on July 2, 
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1973, and which ICE acquired on July 9, 1973, through an 
alleged exchange of a million shares of stock in The First 
Trading Company in return for ICE’s transfer to the First 
Trading of a purported paid in capital of $100,000. There- 
after, as charged in the conspiracy, Hill, Gish, and Gray mar- 
keted shares of stock through ICE's existing organization of 
affiliate sales agencies by means of false representations that 
(1) The First Trading Company would become a conglomer- 
ate of other companies; (2) that the stock was free trading; 
(3) that the stock would be publicly traded; and (4) that the 
issuance of shares had been approved by the Securities and 
Exchange Commission. All three defendants were found 
guilty of the conspiracy. 


In the remaining nine (9) substantive counts of the indict- 
ment, mail, wire, and securities violations were charged as 
perpetrated in furtherance of the scheme to defraud invest- 
ors desirous of purchasing options, cattle contracts, and se- 
curities through ICE and The First Trading Company. 


Hill was convicted on all nine substantive violations which 
charged mail, wire, and securities fraud, in connection with 
the sale of non-regulated commodity options, Life Beef For- 
ward Purchase Contracts, and shares of stock in The First 
Trading Company. 


Gish was convicted on five substantive violations of the mail 
fraud statute in connection with his sale of Live Beef For- 
ward Purchase Contracts and on two substantive violations 
of securities fraud in connection with his sale of unregister- 
ed stock in The First Trading Company. 


Gray was convicted of a substantive violation of the mail 
fraud statute in connection with his sale of non-regulated 
commodity options. 


The individuals responsible for conducting the investigation 
are: Michael D. Donahue and Sanya Ryan of the SEC; Willi- 
am R. Hawes, Assistant U. S. Attorney, who conducted the 
Grand Jury investigation; and John W. Zemblidge, Postal 
Inspector, who investigated the Mail Fraud aspects of the 
case. The prosecution was conducted jointly by William R. 
Hawes, Assistant U. S. Attorney, and Sanya Ryan, staff 
attorney 





Litigation Release No. 6767/March 4, 1975 


SEC v. SILVER MINT MORTGAGE CO. LTD. 
(D. Utah C-74-353) 


Robert H. Davenport, Administrator of the Denver Region- 
al Office of SEC announced that on February 19, 1975, 

U. S. District Judge Wilfis W. Ritter, signed a consent judg- 
ment of permanent injunction against Stan Svara and Jeff 
Warburton, defendants in the Commission’s injunctive ac- 
tion against Silver Mint Mortgage Co., Ltd., et al. The judg- 
ment permanently enjoins Stan Svara and Jeff Warburton 
from violating the registration and antifraud provisions of 
the Securities Act of 1933, as amended, and the antifraud 
provisions of the Securities Exchange Act of 1934, as 
amended, with respect to the offer and sale of debentures 
of Silver Mint Mortgage Co. Ltd., and in the offer and sale 
of investment contracts of IMC Mint Corporation, in the 
form of silver sales agreements or any other securities. The 
defendants consented to the entry of the permanent injunc- 
tion without admitting or denying the allegations in the 
complaint. 
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For further information see Litigation Release Nos. 6585 
and 6682. 





Litigation Release No. 6768/March 4, 1975 


US v. ALBERT J. GEBERT 
(District of Kansas) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the SEC, and Robert Roth, U. S. Attorney for 
the District of Kansas, today announced the filing of a crim- 
inal Information in Federal District Court at Wichita, Kan- 
sas on February 26, 1975 charging Albert J. Gebert of 
Wichita with criminal contempt of an order entered on No- 
vember 12, 1969 permanently enjoining Gebert and others 
from further violations of the registration and antifraud pro- 
visions of the federal securities laws. 


The Information alleged that Gebert, in disobedience of 
the Court's order of November 12, 1969, violated the regis- 
tration and antifraud provisions in the offer and sale of 
fractional undivided working interests in oil and gas leases 
located in Trego, Edwards, Ellis, Russell, Barton, Stafford, 
Meade and Seward Counties, Kansas and in Texas County, 
Oklahoma. 





Litigation Release No. 6769/March 5, 1975 


SEC v. THE SENEX CORPORATION, et al. 
(US District Court for the Eastern District of Kentucky) 


The Securities and Exchange Commission announced the en- 
try on March 3, 1975, of an order of preliminary injunction 
in the U. S. District Court for the Eastern District of Ken- 
tucky against A. J. Jolly, Mentor Corp. and Thomas N. 
Street, Jr. enjoining them from engaging in further violations 
of certain of the antifraud provisions of the federal securities 
laws (Section 17(a) of the Securities Act of 1933 and Section 
10(b) of the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder) in connection with the offer, sale or purchase of 
City of Covington Health Care Project Revenue Bonds, Series 
1972, or any other securities. 


After an eleven day hearing on the Commission’s motion for 
preliminary injunction, the Court in its opinion found that 
in connection with a new offering of municipal bonds issued 
to finance the construction of a health care facility in Cov- 
ington, Kentucky, the defendants violated the antifraud pro- 
visions by, among other things, failing to disclose: (1) that 
the defendant Mentor Corporation which issued a consultant's 
report demonstrating the desirability of the proposed pro- 
ject would share in 50 percent of the developer's profit; (2) 
that there was a difference of opinion among experts con- 
cerning the need for the proposed project as evidenced by 
the existence of other feasibility reports bearing adversely 
on the proposed project; and (3) that the project's financial 
adviser and underwriter were owned and controlled by the 
developer. 


The Court stated in its opinion that “Notwithstanding his 
biased position, Jolly prepared and permitted use of the Men- 
tor report in the prospectus and as part of a ‘package’ de- 
signed to impress securities dealers” and that “At no time 
during the legthy period involved in the promotion did the 
defendants make any effort to afford an accurate depiction 


of the experts’ disagreements or the financial entanglement 
among involved entities.”’ 


Previously, Judgments of Permanent Injunction in this matter 
were entered by the U. S. District Court for the Eastern Dis- 
trict of Kentucky against The Senex Corporation, Arthur Jay 
Tarley, Alison, Jay, Malcolm & Company formerly known as 
Stemac Management Corporation, and BFT, Inc., permanent- 
ly enjoining them from further violations of Section 17(a) of 
the Securities Act of 1933 and Section 10(b) and Rule 10b-5 
of the Securities Exchange Act of 1934 in connection with 
the offer, sale or purchase of City of Covington Health Care 
Project Revenue Bonds, Series 1972 or any other securities. 
These defendants consented to the entry of permanent in- 
junctions without admitting or denying the allegations of 

the Commission’s complaint. 





Litigation Release No. 6770/March 7, 1975 


SEC v. PHILLIPS PETROLEUM COMPANY, et al. 
(US District Court for the District of Columbia) 


The Securities and Exchange Commission today announced 
the filing of a complaint and entry of orders of permanent 
injunction in the U. S. District Court for the District of Co- 
lumbia against Phillips Petroleum Company, William W. Keel- 
er, William F. Martin, John M. Houchin and Carstens Slack. 


in essence, the Commission’s complaint alleges that the de- 
fendants violated Section 13(a) and 14(a) of the Securities 
Exchange Act and certain rules promulgated thereunder by 
filing with the Commission annual reports and soliciting prox- 
ies from shareholders of Phillips Petroleum Company which 
failed to disclose that the defendants and others had created 
a secret fund of corporate monies which was used for unlaw- 
ful political contributions and other purposes, and, addition- 
aliy, that Phillips Petroleum Company financial statements 
filed with the Commission falsely stated the income and ex- 
pense of the Company and understated its assets. 


The complaint further alleges that the defendants and others, 
by means of false entries on the books and records of Phillips 
Petroleum Company had caused to be disbursed in excess of 
$2.8 million in corporate funds into two Swiss bearer-stock 
repository corporations and that, after this sum was convert- 
ed into cash, in excess of $1.3 million of this fund was re- 
turned to the U. S. with approximately $600,000 being ex- 
pended on political contributions and related expenses, a 
substantial portion of which were unlawful. The complaint 
also alleges that the balance of the funds channelled into the 
Swiss corporations was distributed overseas in cash. 


The order of permanent injunction enjoins Phillips Petroleum 
Company from further violations of Sections 13(a) and 14(a) 
of the Securities Exchange Act of 1934. The order also re- 
strains Phillips Petroleum Company from use of corporate 
funds for unlawful political contributions or similar unlawful 
purposes, from making false or fictitious entries in its books 
and records and from establishing or maintaining any secret 
or unrecorded fund of corporate monies or assets or making 
payments of disbursements therefrom. 


The orders entered against the individual defendants restrain 
them from identical practices with respect to Phillips Petro- 
leum Company or any other company. 


As part of the order entered against it, Phillips Petroleum 
SEC DOCKET/419 
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Company undertakes to prepare promptly and file, with the 
Commission on current report form 8-K and with the Court, 
a report describing the investigations it has made of this 
matter, the results thereof and the actions taken with re- 
spect thereto. Phillips Petroleum Company also undertakes 
to make appropriate disclosure to its shareholders of the 
matters involved in the report and that the Company’s 
Board of Directors shall independently review the report 
and take such further action as it deems necessary and prop- 
er based on the report. 


The Commission reserves the right to seek such further re- 
lief as may be necessary or appropriate if it is not fully sat- 
isfied that Phillips Petroleum Company has complied with 
and implemented its undertaking. 





Litigation Release No. 6771/March 7, 1975 


SEC v. JAN CORPORATION, INC., et al. 
(D. of Idaho Civil Action No. 4-74-44) 


Jack H. Bookey, Administrator of the Seattle Regional Of- 
fice of the Securities and Exchange Commission announced 
today that on February 27, 1975, Judge Ray McNichols, 

U. S. District Court for the District of Idaho, signed a De- 
cree of Permanent Injunction against Jan Corporation, Inc., 
an Idaho corporation; Charles K. McConnell of Tendoy, Ida- 
ho; Phillip Bechthold and Lawrence Gini of Salmon, Idaho; 
Donna Lou Davidson of Wilson, Wyoming; and Don A. 
Jenks and C. Dewey Myers of Salt Lake City, Utah, enjoin- 
ing these defendants from violating the registration and anti- 
fraud provisions of the federal securities laws in connection 
with the offer and sale of the common stock of Jan Corpor- 
ation, Inc., or any other securities. The defendants consent- 
ed to the entry of the order of permanent injunction with- 
out admitting or denying the allegations of the complaint 
filed by the Securities and Exchange Commission on Novem- 
ber 18, 1974. 


For further information see Release Nos. 6591 and 6709. 
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TRUST INDENTURE ACT OF 1939 
Release No. 384/March 4, 1975 


See Securities Act Release No. 5572/March 4, 1975. 





TRUST INDENTURE ACT OF 1939 
Release No. 385/March 6, 1975 


The Securities and Exchange Commission has issued a notice 
giving interested persons until March 31, 1975, to request a 
hearing on an application by Southwestern Bell Telephone 
Company (“SW Bell’’) pursuant to Section 310(b) (1) (ii) of 
the Trust Indenture Act of 1939 declaring that the trustee- 
ship of Mercantile Trust Company National Association 
(“Mercantile”) under four indentures heretofore qualified 
under the Act by St. Louis Union Trust Company as trustee 
and eight indentures heretofore qualified under the Act by 
Mercantile as trustee is not so likely to involve a material 
conflict of interest as to make it necessary to disqualify Mer- 
cantile from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Release No. 386/March 6, 1975 


See Securities Act Release No. 5573/March 6, 1975. 
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